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I N T R O D U C T I O N 
Assam, one of the seven s i s t e r s of the North-Eastern 
Region of Ind ia i s endovied with vas t mineral , na tu ra l resources 
and power p o t e n t i a l i t i e s for perspect ive i n d u s t r i a l i s a t i o n and 
growth. But the pace of i n d u s t r i a l i s a t i o n i s not satisfactory-
due t o the geographical loca t ion and d i f f i c u l t communication 
system of the region, which has made i t i n d u s t r i a l l y backward 
but converted i t in to a t r a d e r s paradise. Kamrup, is a l so backward 
i n d u s t r i a l l y though i t has a high p o t e n t i a l for the development 
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of resource-based and demand -based i n d u s t r i e s . In order to 
u t i l i s e and exploi t the vas t resources ava i lab le for i n d u s t r i a l 
development the indus t r i e s department has been ca te r ing t o the 
f i l f i l l m e n t of various objec t ives , with a spec ia l emphasis on 
3 
small scale i ndus t r i e s . 
For the promotion of var ious i n d u s t r i a l a c t i v i t i e s 
the d i s t r i c t has several government and semi government ageticies 
l i k e National Product ivi ty Council (NPC), small Indus t r i e s 
Service I n s t i t u t e (SIS l ) ; National Small Indus t r i e s Extension 
Training I n s t i t u t e (NSIET), National Small Scale Indus t r i e s 
1.Report on I n d u s t r i a l P o t e n t i a l Survey of Kamruo D i s t r i c t . National 
Product iv i ty Council. Zoo ^Narangi Road. Guwahati -24 p , i 
2, Dhar Pranab Kumar, The Economy of Assam 1987. Ashoni Prakashani 
p .98 . 
3. National Product iv i ty Council, op c i t , pages 1,2. 
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Corporation (NSIC); North Eastern I n d u s t r i a l Technical 
Consultancy Organisation (NECTCO); North Eastern Regional 
Agr icu l tu ra l marketing Corporation Ltd. (NBRAMAC); Assam 
I n d u s t r i a l Development Corporation ( AIDC ) and Assam 
Small I ndus t r i e s Development Corporation Limited (ASIDC) 
e t c . These agencies render grea t help t o the entrepreneurs 
and co-operate in many ways in the development of i n d u s t r i a l 
atmosphere in the d i s t r i c t . 
Due t o the rap id increase In the number of small scald 
i n d u s t r i a l u n i t s , there i s a grea t demand for more i n d u s t r i a l 
accommodation. At p resen t , the re are two i n d u s t r i a l e s t a t e s 
in Guwahati, one in Bamunimaidan and t h e other at Bonda . I n 
the i n d u s t r i a l e s t a t e of Bamunimaidan there are 64 nos of 
readymade factory sheds covering an area of 19.66 acres 
whiie the Bonda i n d u s t r i a l e s t a t e has 17 Nos of Factory 
sheds which have already been constructed and a l l o t t e d 
t o the u n i t s . Kamrup d i s t r i c t has two i n d u s t r i a l area, a t 
Bamunimaidan and Rani; two Commercial e s t a t e a t Boko and North 
Guwahati and one and only growth cent re at Kalapahar in 
AO bighas of land . There i s a proposal for the allotment 
of land under l ease t o small sca le i n d u s t r i a l uni t s within 
t h i s growth cen t re , which is under considerat ion and mea-
sures for i t w i l l be taken up accordingly, 
1. Action Plan 1988-89 t o 1992-931 D i s t r i c t Product iv i ty Centre, 
Kamrup^Guwahati -24 pages 291130,51. 
Small Scale Indus t r i e s occupy a s ign i f i can t place in 
the i n d u s t r i a l se t up of a country and form an i n t e g r a l par t 
of the Indian economic s t r u c t u r e . They are not a s t a t i c par t 
of the economy but a progressive and e f fec t ive decent ra l i sed 
sec tor having close r e l a t i o n with ag r i cu l tu re on the one 
hand and large scale industry on t h e o the r . An important 
element in the National development s t r a t egy i s the promotion 
of small scale i ndus t r i e s because of i t s favourable c a p i t a l -
output r a t i o , high employment p o t e n t i a l and cont r ibu t ion 
t o National Income, 
The most important feature of our planned economic deve-
lopment I s the r o l e played by small scale indus t r i es for the 
fulfi lment of socio-economic ob jec t ives . This has found 
expression not only in successive f ive year plans but a l so 
in i n d u s t r i a l pol icy announcements fi^ om time to t ime. 
The importance of t h i s sec tor i s re-emphasised further by 
being included in the new 2CX-pointf Programme-which lays empha* 
s i s on giving a l l f a c i l i t i e s for i t s growth and updating of 
technology. 
The def in i t ions of small Scale I n d u s t r i e s have been 
modified from time t o time . The l a t e s t de f in i t i on i s as 
follows ; 
1. Kuchhal S,C., The I n d u s t r i a l Economy of Ind ia . 196l ,Chai t-
anya Publishing House, Allahabad p.2Cfe, 
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Small Scale I n d u s t r i e s : 
Undertakings having investment in fixed a s se t s in p lan t 
and machinery whether held on ownership terms or by l ea se or 
by h i r e - purchase not exceeding Rs, 35 lakhs . 
Anci l lary I n d u s t r i e s , 
Undertakings having investment in fixed asse t s in 
p lant and machinery not exceeding ?s, 45 lakhs and engaged in- :• 
the manufacture of p a r t s , components, sub-assemblies, t oo l ings 
or intermediates , or 
the rendering of se rv ices , and supplying or rendering or 
proposing to supply or render 50 per cent of t h e i r production 
on the t o t a l services as the case may be t o other un i t s for 
production of other a r t i c l e s . 
Tiny Units 
Undertakings having investment in fixed asse t s in p lan t and 
machinery not exceeding Rs. 2 l akhs . 
Small Scale Service Establishments 
Establishments / en te rpr i ses engaged in personal or household 
serv ices in r u r a l areas and towns with population of. 5 lakh 
on l e s s and having investment in p lan t and machinery not excee-
dins Rs. 2 lakhs , 
1. F a c i l i t i e s for Development of Small Scale I n d u s t r i e s . 
Development U'ommlssioner, Small Scale I ndus t r i e s , Minis t ry 
of Industry , Nirman Bhawan, New Delhi-11, Ju ly 1986 ,p , i . 
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Ob.iective of the Study 
The objective i s to study the ro l e of Commercial Banks in the 
development of small scale i ndus t r i e s in Kamrup . The d i s t r i c t 
of Kainrup has the highest concentra t ion about 30 % of the 
indus t r i e s of the S t a t e , s i t u a t e d in and around Guwahati due 
t o the a v a i l a b i l i t y of tJarious inf i ras t ructura l f a c i l i t i e s . 
The e n t i r e s t a t e i s now in t h e developing stage 
Sel f suff iciency in respec t of meeting the en t i r e demand 
of the s t a t e i s s t i l l far reaching . But the growth r a t e 
of various indus t r i e s have thrown l i g h t of optimism and 
i f the t rend continues, se l f - su f f i c i ency l i k e other develop- . 
ing s t a t e s i s not far off. 
Though banking f a c i l i t i e s have increased, i t s response 
t o small scale indus t r i e s sec to r i s poor. Excluding Commercial 
banks. I n d u s t r i a l Development Bank of India (IDBI); Indus-
t r i a l Finance Corporation of Ind ia ( IFCl) ; and Assam Finan-
c i a l Corporation (AFC) located in Guwahati c i t y are yet 
t o extend generous f inanc ia l a id t o r e v i t a l i s e the deficiencies 
a r i s ing out of inadequate finance given by commercial banks 
of the d i s t r i c t . Al ternate sources of finance are f inanc ia l 
i n s t i t u t i o n s l i k e Krishna Credit Co , Purbanchal Syndicate 
Indus t r i a l Finance and Management Service in the Pr iva te 
Sector , the Assam Co-operative Apex Bank, I n d u s t r i a l Co-
operat ive Bank ; City Co-operative Bank, Co-operative Urban 
Bank, Audit Credit and Financial Agency, Yet i n s t i t u t i o n s are 
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t o come up for I n d u s t r i a l banking f a c i l i t i e s l ike na t iona l 
1 
banks which wi l l be a grea t boos ter . 
Scope and Methodology 
The study i s confined t o Commercial Bank loans to Small 
S.cale Indus t r i e s in Kamriip, Most of the Commercial banks do 
not l i k e to reveal the loans t h a t have been extended by them 
to var ious small scale i n d u s t r i e s . They fee l t h a t t h e i r data 
should be kept conf iden t ia l and the matter should only be 
between them and t h e i r customer, 
A great deal of d i f f i c u l t y has been faced in the study 
due to absence of maintenance of proper records by the uni t s 
as well as by Government departments. Locating the unit i t s e l f 
has become a herculean t a sk in the absence of adequate inform-
at ion avai lable with the Government departments. I t i s 
e s s e n t i a l t ha t an u p - t o - d a t e . l i s t of small i ndus t r i a l un i t s 
operating in the d i s t r i c t should be maintained by the 
D i s t r i c t I ndus t r i e s Centre , with de t a i l ed information about 
t h e i r locat ion, production, c a p i t a l and employment. Ail measur-
es should be taken t o e l iminate the closed uni t s from the 
1. Action Plan iQAft-flQ -ho 1QQP-Q ,^ D i s t r i c t Product iv i ty 
t-'entre, Kamrup, Ambikagiri Nagar Pages 25,26,51,71. 
7 
l i s t and Include the new e x t r a n t s t o the f i e ld from time to 
t ime. Measures of a s s i s t i n g the small scale indus t r i e s can 
be successful only i f the Government of f icers are aware of 
t h e i r present pos i t i on . 
Besides, i t should be made obl igatory on the par t of 
small indus t r ies t o submit regular r e tu rn of t h e i r progress 
every year, which shoiiild be ve r i f i ed by the indus t r i e s of f icers 
through v i s i t s to the concerned u n i t s . I n d u s t r i a l uni t s should 
maintain de ta i l ed cost ing accounts for d i f ferent items of 
production during d i f fe ren t years , .which wi l l give them an 
incentive for improvement in performance. I n d u s t r i a l un i t s 
have a wealth of data co l l ec t ed a t t h e i r d isposal , but they 
seldom publish i t in any meaningful form . I t i s d i f f i c u l t 
t o wade through the mass of mater ia l and a r r i / e a t def in i te 
r e s u l t s . Despite these l i m i t a t i o n s , several small sca le- indu-
s t r i e s were approached for the purpose of survey work. 
Most of the small scale i n d u s t r i a l uni t s of Kamrup are s i t ua t ed 
in and around Guwahati subdivision, so indus t r i e s i!rom t h i s 
area have been taken in to considerat ion for survey work 
purpose. The Banking s ide of the data has been taken mainly 
from United Commercial Bank which i s the lead bank of Kamrup 
d i s t r i c t and North Eastern I n s t i t u t e of Bank Management 
(NEIBH). 
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The methodology applied for surveying the small scale 
i n d u s t r i a l un i t s i s through a quest ionnaire by the method of 
interview i , e ; by personal ly going to the i n d u s t r i a l s i t e 
f resence ofthe he small i n d u s t r i a l i s t . The 
i n d u s t r i a l un i t s t h a t were surveyed have been divided on the 
bas is of successful and Unsuccessful i ndus t r i e s , s e l ec t ion 
of indus t r i e s in each category being done ty purposive sampling 
i e , according t o convenience. The conclusion have been 
drawn with the help of data taken from secondary sources mainly 
firom the Lead Bank Office Kamrup, Guwahati, North Eastern I n s -
t i t u t e of Bank Management (NETBM); National Product iv i ty 
Councils* Report on I n d u s t r i a l P o t e n t i a l Survey of Kamrup 
D i s t r i c t and D i s t r i c t Produc t iv i ty Centres• Action . Plan 
1988-89 t o 1992-93. Other sources are too numerous to be 
mentioned here,Due acknowledgements have been given to 
them at appropriate p l aces . Simple s t a t i s t i c a l techniques have 
been used to process the data . 
Plan of t he Study; 
The plan of the study i s as follows : 
Chapter I discusses t he geographical descr ip t ion and d i s t r i c t 
p ro f i l e of Kamrup, extent of development of banking i n s t i -
t u t i o n s in Kamrup , p r i n c i p a l small scale indus t r i e s in Kamrup 
as f igur ing In the survey undertaken and Government pol icy 
towards the development of small sca le i ndus t r i e s . Chapter 2 
discusses the p r inc ipa l banks engaged in lending small scale 
i n d u s t r i e s , pol icy towards small sca le i ndus t r i e s , methods of 
financing small scale un i t s , lending procedure and recovery 
of loans advanced. Chapter 3 d iscusses the p r inc ipa l problems 
faced by small sca le i n d u s t r i e s , propor t ion of finance 
obtained from bank and non-banking i n s t i t u t i o n s , pol icy 
towards financing fisoed and working c a p i t a l , def ic iencies in 
lending by banks and importance of non-banking i n s t i t u t i o n s 
in financing small i n d u s t r i e s . Chapter 4 discusses the 
r e s u l t s of the survey undertaken on various types of small 
sca le Indus t r i a l u n i t s . F ina l ly , Chapter 5 gives the 
main conclusion and suggestions of the study. 
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C H A P T E R » I 
Assam the most no tab le s t a t e of t he North-Eastern 
region in India comprises of 18 d i s t r i c t s l i k e Kamrup, 
Barpeta, Goalpara, Kokrajar, Nelbar i , Sonitpur, Darrang, 
Nowgong, Karbi Anglong, Jo rha t , Golaghat, Sibsagar, Dibrugarh, 
Lakhimpur, Dhubri, Karimganj, Ca-char and North Cachar H i l l s . 
1,1 Kamrup D i s t r i c t ; Geographical Description and D i s t r i c t 
P ro f i l e : 
The present d i s t r i c t of Kamrup was reorganised on 
23th February 1934, which f a l l s between l a t i t u d e s 25" 43 ' 
North and 26" 51* North and between longitudes 90"36» East.. 
and 92*'12' East, I t i s bounded by Bhutan on the nor th , 
p a r t l y by Meghalaye and Goalpara d i s t r i c t on the south, 
by Darrang, Pragjyotishpur and Nagacm d i s t r i c t s on the east 
and by Nalbari d i s t r i c t on the west , The r i v e r Brahmapuj^tra 
which meanders^, through the d i s t r i c t d iv ides i t in to two ma^or 
por t ions Guwahati sub-d iv is ion on the southern bank and 
Rangia sub-division and a small por t ion of Guwahati sub-
div is ion on the northern bank. 
Kamrup d i s t r i c t has two sub-div is ions , Guwahati and 
Rangia. The d i s t r i c t head i s the Deputy Commissioner with 
i t s headquarters a t Guwahati which i s 5 kras away from the 
present S ta te Capi ta l , Dispur. The d i s t r i c t hss a t o t a l area 
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of A660 sq km with 10 C.D Blocks, 1299 inhabited v U l a g e s , 
113 unihabited v i l l a g e s and 9ttfVns out of which 3 a re under 
Guwahati Municipal Corporation, 2 under Municipal Boards, 
2 under Tovm Committees and 2 have not been served by any 
1 
town committee or board. 
The d i s t r i c t has a widely var ied topography l i ke 
p l a i n s , undulating land, a l l u v i a l p la ins and h i l l s of varying 
degrees. The southern bank of the r i v e r Brahmaputra i s 
usua l ly elevsate^. "The: h i l l s are a par t of the extended 
Khaffi and J a l n t i a h i l l s varying in height froca 100 t o 330 
metres above mean sea level-Miost of the h i l l s are a s soc ia ted 
with mythological events and are holy places of pilgrimage, 
the most well known being Nilachal H i l l on the top of which 
s tands the famous Kamakhya temple. Other h i l l s are BuragohaIn 
Panbat, Gumi H i l l s , Gobardhan, Kameswar, Slddheswar, Poa: 
r, 2 
Mecca, Hathimora, Madan Kamdev and Gopeswar. 
port on I n d u s t r i a l P o t e n t i a l Survey of Kamrup D i s t r i c t 
National Product ivi ty Uouncil Hatigarh Char i a l i , Zoo 
1. Re 
 
Narangi Road, Guwahati - 2 ^ p - 6 , 
2. Annual Action Plan of Kamrup D i s t r i c t 1987, United 
t^ommerciaifenK , Divis ional Off i c e , Rajgarh Road, BhangagaUh 
Guwahati-5. p . 3 . 
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TABLE - 1.1 
Thana and sub-div is lonal wise Population of the D jg t r i c t i s 
as under (Census or 19 71J. 
Subdivision Thana Population Total Male 
Guwahati Sub-Division 
1. Boko 1,57,280 81,177 
2. Chaygaon 1,07,302 56,071 
3 . Palashbar i 1,4i, 190 7^,618 
4 . Ja lukbar i 67,123 37,522 
5 . Guwahati 2,6^,213 1,5^167 
6 . Kamalpur (Pa r t ) 18,594 9,9^8 
Rangia Sub-division 
1. Rangia 1,60,112 84,645 
2. Hajo 1,29,996 68, l64 
3 . Kamalpur (Pa r t ) 1,25,96l 65,612 
4. Tamulpur ( p a r t ) 18,910 9,880 
Source : Annual Action Plan of Kamrup D i s t r i c t . 1987, U.G.O. 
Bank, Divis ional Office, Rajgarh Road,Bhangagarh 
Guwahati - 781005 Pg-4. 
Kamrup d i s t r i c t has a dens i ty of 283 persons per sq km a s per 
1971 census , The densi ty of Population in Rangia sub-divis ion 
i s 267 persons while the same In Guwahati sub-division i s 249. 
The Composition of the population i s such t h a t near ly 
98.9 % of the population l i ve in r u r a l areas of i the d i s t r i c t -
Density of population in Urban area i s 3368 per sq km of the 
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t o t a l urban population, of Guwahati subdivision near ly 56% 
alone l ive in Guwahati Ci ty , 
The sex r a t i o in terms of Females per 1000 males as 
per 1971 census i s 879 as aga ins t the s t a t e s r a t i o of 896. 
The l i t e r a c y percentage as Per 1971 census was 
32.6896 . The r a t e of female l i t e r a c y was ^S,2'5^ and t h a t of 
male 42.63% only. 
1.2 Extent of Development of Banking I n s t i t u t i o n s in Kamrup : 
There are a l toge ther 135 branches of Scheduled Commer-
c i a l Bank, Co-operative Bank, and land mortgage Bank in the 
D i s t r i c t , Out of 135 branches, 6 l branches i s tn the r u r a l 
a reas and 7^ branches in the Greater Guwahati reg ion . 
Block-wise 
Block 
1 
Posi t ion of Bank Branches 
Bank Branch 
2 
in Kamrup D i s t r i c t 
Location 
3 
1. Ha j o 1. Prag jo t i sh Gawolia Bank Bamundia. 
Sualkuchl, 
Ramdia, Kulhati, 
Baramboi 
1. Action Plan 1988-89 t o 1992.-93. D i s t r i c t Product iv i ty Centre, 
Kamrup Ambikagiri Nagar, Guwahati 781024 pg, 25. 
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2. Rang la 
3 . Rarara 
4 . Kamalpur 
2. Purbanchal Bank, 
C .B . I . , Apex Bank, 
3 . S .B.I . 
4 . Allahabad Bank 
1. U.C.O. 
Sualkuchi 
Dadara 
Hado 
Rangia, Goreswar, 
Debok. 
2. P.G.B. 
3. S .B . I . , 
Apex Bank, U.B.I . 
4 . Allahabad Bank 
5 . New Bank of Ind ia 
6. C.B.I. 
1. U.G.O. 
2. U.B.I. 
3. P.G.B. 
1. P.G.B. 
2. S.B.I. 
3. Allahabad Bank 
4. Bank of India 
5 . Indian Overseas Bank 
6 . U.B.I . 
7. U.C.O. 
Rang ia, Dwa rkuc h i 
Rangia 
Kaurbaha 
Kaniha 
Mahur ipara 
Bazera 
Baihata Charali 
Muktapur, Bihdia 
Kamalpur,Changchari 
S ones war 
Borka 
Abhayapur 
Amingaon 
North Guwahati 
Amingaon I n d u s t r i a l 
•Estate. 
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5 . Rampur 
6 , Dimoria 
7. Rani 
1. P.N.B. 
2. Purbanchal Bank 
3. C.B.I . 
4 . U.B.I . 
5 . P.G.B. 
1. U.C.O. 
2. S .B. I . 
3 . P.G.B. 
4. Purbanchal Bank 
1. Union Bank 
2. P.G.B. 
3. S.B.I. 
4. U.C.O 
5. Purbanchal Bank 
8 . Chaygaon 1,U.B.I. 
9 . Boko-Bongaon 1. Allahabad Bank^. 
2. C.B.I . 
3 . S .B. I . 
4 . U.B.I . 
5 . U.C.O. 
1.U.C.O. 
2. Purhabchal Bank 
l3.Chamoria 
Rampur,Loharghat 
Mirza. 
BiQoynagar 
Pa l a sba r i 
Borihat 
Sonapur, Dhopguri 
Jorabat ,Moloiber i 
Digaru 
Khetr i 
S ikarha t l 
Borihat , Dharapur 
Airport 
Rani 
Azara 
Chaygaon 
Hakim Bazar 
Bongaon 
Luko 
Boko. 
Bamunigaon Bazar 
Chamaria Sa t ra 
Nagarbeta 
Source : Report on I n d u s t r i a l P o t e n t i a l Survey of Kamrup D i s t r i c t 
na t ional product iv i ty Council Hatigarh Char i a l i , 
Zoo Narangi Road, Guwahati 781024. Pg. 17,18. 
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The grea ter Guwahati i s having 7^ bank branches - t h e 
S.B.I , has 15 branches, U.B.I , has 10, U.C.D . Bank has 7, 
Purbanchal Bank has 9 and many other banks have t h e i r branches. 
Consequent upon the rapid expansion in banking f a c i l i t i e s , the 
volume of depos i t s with deployment of c r e d i t by scheduled comm-
e r c i a l banks a l so increased. 
In sp i t e of increased banking f a c i l i t i e s the response 
t o the small scale sec tor by the banks are poor due t o many 
reasons . Some cons t r a in t s l i k e inordinate delays due t o 
shortage of manpower, lack of loan sanctioning au thor i ty , lack 
of information flow and monitoring of a c t i v i t i e s e t c . in 
c l ea r ing the proposals a re r epor ted . Some bank branches a l s o 
do not have exper ts t o v e n t proposals of small scale i n d u s t r i e s , 
1) I n d u s t r i a l Development Bank of India ( IPBI ) ; 
The IDBI office located a t Guwahati extends f i nanc i a l 
a s s i s t ance t o indus t r i a l p ro jec t s d i r e c t l y under i t s Direct 
Finance Schemes and ind i r ec t l y through the S t a t e - l e v e l 
I n s t i t u t i o n s and Commercial Banks under i t s refinance and B i l l s 
rediscount ing schemes. IDBI a l so extends equi ty type of a s s i s -
tance t o indus t r i a l u n i t s . Creation of the small i ndus t r i e s 
development fund i s a s i gn i f i can t development r ecen t ly made. 
2) I n d u s t r i a l Finance Corporation of India (lECI ) 
The IFCI has a branch a t Ghiwahati, aiming t o provide 
medium and long term f inance t o e l i g i b l e indus t r i a l concerns 
through promotional a c t i v i t i e s and projec t f inancing Operations, 
19 
3) Assam Financial Corporation ( AFC ) ; 
Financial ass i s tance by A.F.C, has moulded many 
indus t r i e s in t h i s region . I t is the major non-banking 
sec tor which finance indus t r i e s and C^o-ordinate with a l l 
the major development agencies , • 
There are many other f i nanc i a l i n s t i t u t i o n s l ike 
Krishna Credit Co. Ltd . , Ganeshguri, Purbanchal Syndicate, 
G.S.Road, I n d u s t r i a l Finance and Management Service Pvt.L.td. 
Dighalipukhuri, the Assam Apex Bank Co,Op. Ltd. , Panbazarj 
Sanchayita Investment, Maligaon Char ia l i , Urban-Co-op Bank, 
Si lpukhuri , Aditya Credi t and Financing Agency , Bamunimaidan 
e t c , which are a l t e r n e t e sources of f inance . 
1.3 Pr inc ipa l Small Scale Indus t r i e s in Kamrup : 
The d i s t r i c t Kamrup has the highest concentrat ion of 
i ndus t r i e s , about 27% of t h e indus t r i e s in the S ta te .The 
t o t a l number of f ac to r i e s r eg i s t e r ed under Fac tor ies Act 
has r i s e n from 4i6 on 1985 t o 436 in 1986. 
The l a rges t conco i t ra t lon of small sca le indus t r i e s 
i s in and around Guwahati because of the a v a i l a b i l i t y of the 
var ious in f r a s t ruc tu ra l f a c i l i t i e s . Sualkuchi, Amingaon, 
Rangia e t c , have some concentrat ion but in r u r a l areas not 
much of indus t r i es ex is t , except a few saw m i l l s and r i c e 
•-.1 2 m i l l s . 
1- Report on I n d u s t r i a l Po t en t i a l Survey of Kamrup D i s t r i c t , 
National Product iv i ty <^ouncil pg 20, 21 . ' 
2 . I b i d , p p . c i t , p . 5 1 . 
There are %# many as 1500 small sca le uni ts in 2 0 
Kamrup d i s t r i c t upto t98 | -85 which have been reg i s t e red under 
the Direc tora te of I ndus t r i e s , Government of Assam , Out of 
these only 385 uni t s are r e g i s t e r e d under the Fac tor ies Act, 
Since the number of indus t r i e s so far r eg i s t e r ed i s a la rge 
one, i t i s not poss ible t o m o t i o n each and every industry.So 
types of i ndus t r i a l un i t s f igur ing in t he survey and t h e i r 
number are mentioned in the t ab l e below : 
Table 1.2 : 
Small Scale Indus t r i e s r e g i s t e r e d under the Directora te of 
Indus t r i e s Government of Assam, f igur ing in the Survey. 
Item Produced Number of I n d u s t r i a l Units 
Wooden Furni ture 
Candle Mfg. 
Processing of Food Products 
S tee l f ab r i ca t ion 
Wire ne t t i ng 
S tee l S t ruc tu ra l s 
Metal Sheets 
Chemicals 
Canvas Cloth, t en t e t c . 
Ayurvedic Medicine 
Metal Moulding 
E l e c t r i c a l goods 
Cane and Bamboo Sofa 
Set and others 
Metal Castings 
Tarpaulin 
F.S.Hat, Haver Sack, Kit Bag 
Source : 
82 
76 
35 
31 
21 
12 
10 
8 
8 
7 
3 
3 
3 
2 
2 
1 
Directory of Small Scale Indus t r i e s Assam*1984-85« 
Publ ica t ion of Directorate of 
of Assam Pg. 1-83. 
I ndus t r i e s 
—7 / 
Government 
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Table 1.2 shows the type and number of i ndus t r i a l u n i t s 
f igur ing in the survey and are r eg i s t e red under the 
Direc tora te of Industries!Government of Assam. A survey 
had been undertaken t o know about the development of d i f fe ren t 
small scale i n d u s t r i a l uni t s of Kamrup d i s t r i c t tha t has 
been aided f inanc ia l ly by commercial banks and other non-
banking i n s t i t u t i o n . The t o t a l number & type of surveyed 
indus t r i e s a re mentioned in the above t a b l e . 
Name of Indus t r i es Surveyed : 
1) Assam Canvas Craft Industry 
2) Pathak Chemical Industry 
3) Barua Indus t r i e s 
4) Perrodyne Engineering 
5)/ N i l g l r i Ehterpr ises 
6) Pheros & Co. (Assam Pvt . Ltd . ) 
7) Modern Metal Moulders (Assam ) Ltd. 
8) Rika Engineering Products 
9) Sasi Ayurvedic Bhawan 
10) Purbanchal Chemical Pvt .Ltd . 
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1.4 Government Pol icy towards the deyelop.ment. ..of. Small Sca l^ 
l^dustrlfiS : 
The ex i s t ing I n d u s t r i a l pol icy and incentive schemes 
which became operat ive in 1982, had been considered necessary 
t o be reviewed and revised keeping in view the p r i o r i t i e s 
the present Government of Assam has attached on speedy 
i n d u s t r i a l development of the S t a t e as well as generation 
of adequate employment oppur tun i t i es through self-employment 
in the i n d u s t r i a l s ec to r , 
The new I n d u s t r i a l Pol icy has been formulated so 
t ha t t he a sp i r a t ions of the people are met genuinely within 
a time frame through economic and i n d u s t r i a l development of 
t h e S t a t e and by the removal of the distor-t ions of develop-
ment in the pas t . The aims of the new pol icy , are the 
encouragement of growth and promotion of a l l the indus t r i e s 
which a r e based on loca l resources , loca l demands, l o c a l 
sca rc i ty . ' condit ion and loca l environment. 
Therefore, the Government of Assam resolved t h a t 
s teps would be-, taken : 
f|) Throughout the s t a t e , balanced regional development i s t o 
be ensured on the bas i s of t'echo- economic po t en t i a l surveys 
and rapid promotion of a host of indust r ies Like khadi 
and v i l l a g e , a r t i s a n , t a o y , small and a n c i l l i a r y i n d u s t r i e s . 
2a 
2) On a high p r io r i ty bas i s e f f ec t i ve s teps are t o be taken for 
the Creation of a su i tab le environment for development of basic 
i n f r a s t ruc tu re s auch as the development of t ranspor t and 
communication f a c i l i t i e s , power, i n d u s t r i a l areas . I n d u s t r i a l 
Es ta te , Commercial Esta tes e t c , 
5) Ehsurement for the proper development of local s k i l l s and 
entrepreneur ship a t d i s t r i c t , sub- d iv i s ion and block Ifevd throtgh 
t r a i n i n g programmes, in tens ive p u b l i c t t y and motivation, 
4) Making avai lable the S ta t e Incen t ive Schemes for the small 
sector so le ly t o promote and p ro tec t the i n t e r e s t s of the 
l o c a l people and by s t i p u l a t i n g t h a t , for being e l i g i b l e t o 
a v a i l the benef i t s under the scheme, there should be hundred 
percent (100 %) employment of l oca l people in the small sec tor . 
5) Encouragement of the t r a d i t i o n a l a r t i s a n and handicraft 
sector covering items l i f e cane and bamboo products, b rass 
and b e l l me ta l ^o ry works e t c , by the provis ion of common 
fecilities service cen t r e s , raw- mater ia ls , marketing, 
t echn ica l and other supports, as per requirement from time 
to t ime. 
6) For the ensurement of v iab le growth and for the p rov i -
sion of pos i t ive guidance t o loca l entrepreneurs , a data 
bank i s build up a t the Di rec to ra te of Indus t r i e s and 
a t A.I.D.C. with a she l f of speci f ic projec t p r o f i l e s and 
other v i t a l information. For the l o c a l SSI un i t s , for 
ensuring adequate marketing support, the ex i s t ing r u l e s 
of the A,P.S.P. would be replaced by an Act. 
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7) For I n d u s t r i a l purpose t o ensure unr-interrupted supply 
of e l e c t r i c i t y , and t i l l the power s i t ua t i on s t a b i l i s e s t o 
encourage indus t r i es in s e t t i ng up cap t ive uni t s , high 
p r i o r i t y i s given t o power generat ion, 
8) For the small sec tor , a t each D i s t r i c t I n d u s t r i e s Centre, 
t he re i s t o be a provis ion for a s ingle window clearance 
agency ca l led "Udyog Sahayaka", 
9) The misuse of 'scarCe Government land a l l o t ed for i n d u s t r i a l 
purpose shoCild be stopped by ensuring t h a t proposals for a l l 
such land are routed through" the I n d u s t r i e s Department with 
de f in i t e recommendations ...'Specific provis ions would be incor-
porated in the al lotment orders t o the e f fec t t h a t i f the 
land i s not used for the purpose a l l o t e d for , but something 
e l s e , then within a period of three years , such land would 
rever t t o the Government a t the cost of the a i l o t e e s . 
10) Through proper i den t i f i c a t i on and provision of comprehen-
s ive package of a s s i s t ance r ev iva l of v iable sick un i t s are 
provided for. Steps are a l s o taken up t o avoid sickness in 
new un i t s by per iod ica l and regu la r monitoring and guidance 
of new u n i t s . 
With such a pol icy frame work. Government i s pleased 
t o d i r e c t tha t the scheme of Incent ives as announced under 
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Government not i f ica t ica i No. M.I. 132/82 dated 12th October 
1982 s h a l l be revised with ef fect from 1.1.87 a s indicated 
below ; 
C r i t e r i a For E l i g i b i l i t y i 
1) The new package of incent ives r e fe r red to as 1986 
' Incen t ives Scheme ' s h a l l continue for the period from 
1.1.87 t o March 3 l s t 1990 or for such time as the govern-
ment may deem i t f i t . At any time, government may make any 
amendments to the scheme by giving itiiie notice but the 
commitments a l ready made s h a l l not be adversely effected 
by any such emendiienfci, 
2) The effect ive date for the 1986 Incent ives Scheme i s 
1-1-87 from t h i s date the I n d u s t r i a l Policy Resolution of 
1982 and other re levant po l icy Resolutions wi l l cease t.o 
be operative except when they are <)therwise provided fo r . 
3) I ndus t r i e s continuing ie.those'whicfe'.;are.already a v a i l i n g 
incentives under the 1982 Scheme or in other words have 
obtained e l i g i b i l i t y . C e r t i f i c a t e s as per the 1982 Scheme 
with sa t i s fac tory condit ions wi l l continue t o be- governed 
by the 1982 scheme. 
4) All indus t r ies are e n t i t l e d to ass i s tance by the 1986 
scheme except th^se which are t o be no t i f i ed as non-e l ig ib l e 
by the government. 
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5) Under the Scheme, the Central Public Sector Undertakings 
are not considered e l i g i b l e f o r incen t ives . 
1. E l ig ib le Unit ; 
For e l i g i b i l i t y of incent ives under 1986 Scheme, 
un i t s should be newly se t up on or a f t e r 1.1.87 or be 
exis t ing un i t s , undertaking expansion, modernisation or 
d ive r s i f i c a t i on a t the same loca t ion or any other place in 
the s t a t e of Assam providedLthat -
1. Under small sca le sec tor diCuW have 100 percent employment 
of loca l people. 
2. I n t he s t a t e of Assam sha l l be the loca t ion of adminis-
t r a t i v e / r e i s t e r e d / con t ro l l ing o f f i ces . 
3 . New Unit ; 
For the considerat ion of a new uni t , one or 
more of t he effect ive s teps has t o be taken up by an i n d u s t r i a l 
uni t on or a f te r 1.1.37. 
4. Exis t ing Unit ; 
An uni t wi l l be considered a s an ex i s t i ng uni t for 
the purpose of the 1986 scheme, if i t i s or was in commercial 
production a t any time pr ior to 1.1.87. 
5. Expansion / modernisation/ Divers i f i ca t ion : 
/modernisat ion/ 
An ex i s t ing i n d u s t r i a l u n i t ' s expansion /D ive r s i -
A 
fie a t ion can be e l i g i b l e for the incent ives i f in the expansion / 
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modernisation / Divers i f ica t ion the t o t a l c ap i t a l invested 
on p lant and machinery i s more than 25 percent of the t o t a l 
f ixed c a p i t a l investment of the ex i s t i ng un i t " . Of a l l the 
Capi ta l investments made on land, bui ld ing, plant and machin-
ery of an ex is t ing un i t , depreciated book values are taken 
in to considerat ion for the purpose of ca l cu la t ion . 
I f the ex i s t i ng un i t has already availed i t s e l f 
of incentives i t w i l l not d i squa l i fy the expansion /moderni-
sa t ion / d ive r s i f i ca t ion pro jec t t o ge t more incent ives 
for the ex t ra investment made. 
6) Sick Unit 
A Unit may be declared a s sick £c*om time to time 
by the S ta t e Government under the Assam Indus t r i e s Relief 
undertifcing ( Special Provision ) Act, 1984 . 
7) Effective Steps : 
Effective s teps are one on more of the following 
s teps mentioned below : 
1) Capi tal issued for the i n d u s t r i a l un i t , more then 60^ 
of i t has been paid up. 
2) Of the factory building a subs t an t i a l par t has been 
already constructed, 
3) The plant and machinery required by the i n d u s t r i a l un i t , 
a firm order has been placed. 
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4) Under the Scheme, no un i t can claim any r i gh t for any 
incent ives tnerely by f u l f i l l i n g on i t s pa r t the condi t ions 
of the scheme. Unless the E l i g i b i l i t y . Cer t i f i ca t e is 
issued under the scheme by the Implementing Agency concerned 
and the un i t has f u l f i l l e d the s t i p u l a t i o n s and condi t ions 
of e l i g i b i l i t y then only the incent ives under the scheme 
can be claimed. , 
9) E l i g i b i l i t y C e r t i f i c a t e ; 
For the SSl sec to r , the e l i g i b i l i t y c e r t i f i c a t e 
i s issued by the Udyog Sahayak of the Direc tora te of I ndus t r i e s 
the D i s t r i c t I n d u s t r i e s Centre, 
10) Implementing Agencies s 
For the SSI Sector the implementing agency would be 
the Directorate of I n d u s t r i e s . 
Incent ives : 
l)Subsidy on In f ra s t ruc tu re F a c i l i t i e s ; 
In a l l d i s t r i c t s and sub-divis ions a l l s u i t a b l e 
areas of lend wi l l f i r s t be iden t i f i ed and then be given 
bas i ca l ly under two ca tegor ies : 
a) Developed land with a l l the infra s t r u c t u r a l f a c i l i t i e s 
l ike power, water , i n t e rna l roads e t c . I t i s proposed tha t 
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developed land wi l l be a l l o t e d for 30 years on a long term 
lease b a s i s . The S ta t e govermment wi l l subsidise 25% of the 
cost of development of i t for t h e small sector and the rema-
ining amount can be recovered in 15 equal annual i n s t a l -
ments . 
b) For the case of B categoiy or under developed land, the 
annual 
cos t of i t can be recovered in 15 equal i n s t a l m e n t s . The 
s t a t e Government w i l l give 25 percent subsidy for the develop-
ment of such land aga ins t the t b t a l development cos t , which 
has to be incurred by the entrepreneurs in the small scale 
sec tor , 
2) Allotment of l&ctory sheds t o S . S . I . Units ; 
For newly se t up small scale I n d u s t r i a l wnits, 
bu i l t -up factory sheds w i l l be a l l o t ed t o them on annual 
r e n t a l bas i s of which 50?6 wi l l be subsidised by the S t a t e 
Government for a period of 5 years ft'om thedate of commercial 
production," For t h i s allotment preference v/ill be given t o 
loca l entrepreneurs , 
3) Man Power Development of Local Enterpreneurs ; 
There i s a provision of t r a i n i n g fund for the S,S.I , 
sector admissible only for persons employed in i n d u s t r i a l 
un i t s t h a t have gone in to production. ^^.^ t ra inee would get 
an reimbursement of Ks. 1,000/- and cases where technica l 
t r a i n i n g of a higher order i s required then reimbursement 
wi l l be made up t o fis, .2 ,000 / - per t r a i n e e subject in both 
the cases t o ce i l i ng of Rs. 6 ,000 / - per unit. . 
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I f within no Indus t r i e s D i s t r i c t any e l ec t ron ic . 
or i ndus t r i a l uni t i s s e t up, then for t r a i n i n g the reim-
bursement-i'. would be Rs. 2, 500/- and 5 ,000/- per t r a i n i n g 
re§pect ively in place of 1,000/- and 2,000 / - p e r t r a inee 
and the c e i l i n g would be Rs. 15,000/-
4) Equity pa r t i c ipa t i on in the Assisted Sector ; 
Equity con t r ibu t ions would be pa r t i c ipa t ed by the 
Assam I n d u s t r i a l Development Corporation (A.I.D.C. ) upto 
10' percent of the issued c a p i t a l upto a c e i l i n g of 10 lakhs 
in any project which i s v i a b l e and cos t of the pro jec t does 
not exceed the amount of Rs. 3 c ro res . Local entrepreneurs 
would be given perference. 
5) I n t e r e s t Subsidy ; 
For S .S . I , and s ick I n d u s t r i a l Units i n t e r e s t subsidy 
wi l l be provided on working c a p i t a l above 8 percent on 
loans taken from banks and other f i n a n c i a l ins t i tu t ion^.Frpm 
the date of commercial production or r e v i v a l of the un i t , 
t h i s benef i t w i l l be provided for the f i r s t three years , 
6 ) Exemption of Sfmp Duty t 
For ava i l ing of var ious incent ives and deeds of 
the s t a t e and Central government the t iny and small scale 
sec to r w i l l get exemption of stamp duty of 100 percent and 
50 percent r espec t ive ly . 
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7) s a l e s Tax Exemption 
For the purchase of raw mate r ia l s and the sa le 
of f inished products sa les t a x wi l l be exempted for a 
period of f ive years a s decided by the government from time to 
time. 
8) Reductitai of Assam Finance t a x : 
For the encouragement of l o c a l manufacturers, the 
Assam Finance t ax i s loweved from 12^ to 4% so tha t the 
manufacturers can compete with products coming from outside 
the s t a t e . This i d e n t i f i c a t i o n wi l l be done by a committee 
cons t i tu ted for the purpose. 
9) Power Subsidy : 
Power subsidy w i l l be granted as per the following 
r u l e s : 
a ) As regarding the small scale sec tor , for the f i r s t five 
years of commercial production up t o 50% power subsidy wi l l 
be grented but there w i l l be no c e i l i n g t o the subsidy amount. 
b) Units having connected load of 2.5 M.W. wi l l get power i t a r i f f 
' ; subsidised t o 30% and for u n i t s with connected load 
above 2.5 M.W, wi l l get 25% which wi l l be subject t o a c e i l i n g 
of ite. 5 lakhs per i n d u s t r i a l un i t per year . From the date 
of commercial production t h i s incent ive w i l l be given for the 
f i r s t th ree yea r s . 
c) For small scale u n i t s , power a c t u a l l y consumed except tha t 
which is used for e s i d e n t i a l purpose w i l l be subs id ised . 
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d) Power concessions w i l l a l s o be e l i g i b l e for u n i t s under-
taking ejjqgsnsion / d i v e r s i f i c a t i o n a c t i v i t i e s . Of the 
ex i s t i ng i n s t a l l ed capaci ty an increase of more than 25 
would be given for expansion. 
10) Subsidy on dravel of power l i n e s : 
For t he S5l u n i t s on drawal of e l e c t r i c a l power 
l i n e , from the main t o the fac tory sheds ^0% of the cos t 
of i t w i l l be subsidised for each i n d u s t r i a l uni t upto a 
c e i l i n g of Rs. 20,000/-
11) Rehabi l i ta t ion of v iable s ick i n d u s t r i a l un i t s ; 
The 1986 I n c ^ t i v e Schemes declared fo r new Indus-
t r i a l u n i t s wi l l a l so be made ava i l ab le to revive back viable 
s ick i n d u s t r i a l u n i t s . 
12) Contribution on F e a s i b i l i t y Study Cost; 
The cost of f e a s i b i l i t y study for small scale uni t 
which i s prepared by an agency which i s approved by the 
Direc tora te wi l l get subsidy upto 100 % of the p ro jec t cos t 
if i t i s within Rs 10 within Rs.lO lakhs and wi l l get 90 % 
subsidy for p ro jec t s above Rs. 10 l akhs . In each cr^'e c e i l i n g 
of subsidy wi l l be Es. i0,000 / - I f t h e project r epor t i s 
no t implemented within i t s prescr ibed time I t w i l l become 
the property of the government. 
13) Subsidy on Generating Se t ; 
While establishment of t h e i n d u s t r i a l un i t , t o meet 
the shortages of e l e c t r i c i t y by t he i n s t a l l a t i o n of generator 
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s e t s subsidy i s provided a t t he following r a t e s : 
1) Generating se t upto 20 KVA wi l l be given Rs.1000 per KVA. 
2) Generating se t upto 51 KVA wi l l be given fc. 850 / - per KVA. 
3) Generating se t above 51 KVA w i l l be given Rs. 700/- per 
K.V.A. 
However, p e r i n d u s t r i a l un i t the maximum fimount 
of subsidy wi l l be 1 lakh . 
14. Risk Capi ta l formation ; 
In the small and t i n y sec tor , equi ty cont r ibu t ion 
upto Rs.2 lakhs c e i l i n g wi l l be made by Assam Small I n d u s t r i e s 
Developmeit Corporation Ltd. 
15. Specia l Incent ives for i ndus t r i e s being set up in no 
Indus t r i e s D i s t r i c t s and Elec t ron ic Indus t r i e s : 
Special incent ives a re made avai lable for no I n d u s t r i e s 
D i s t r i c t s and Electronic Indus t r i e s : 
a ) Power Subsidy 
For the small scale sec to r , i ndus t r i a l un i t s under-
taking expansion and d i v e r s i f i c a t i o n wil l get power subsidy 
for tfee first eight years of 60% of the tariff rate. 
b) 100% Subsidy on F e a s i b i l i t y Study : 
For SSI u n i t s , fo r the cos t of f e a s i b i l i t y : cum 
projec t repor ts 10096 reimbursement would be made. 
c) Subsidy on in f reas t ruc ture f a c i l i t i e s ; 
FOr the small scale sec tor , for indus t r i es in the 
NID and for Elect ronic Indus t r i e s 35% of the cos t would be 
reimbursed. 
d) Subsidy for Draval of Power l i n e : 
Sector 
For each i n d u s t r i a l uni t in the small and tiny.75% 
of the cost for drawing e l e c t r i c l i n e from the main l ine t o 
1 
fac tory sheds wi l l be subsidised upto a c e i l i n g of Rs.40,000/-
Source ; 
1) I n d u s t r i a l Policy of Assam 1986. No. CI . 386 / 8 6 . 
Dated Dispur, the 24th Dec. 1936. Government of Assam 
Departraait of I n d u s t r i e s pages 1-11, 
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C H A P T E R - I I 
2,1 P r inc ipa l Banks engaged In lending small scale Indus t r i es 
in Kamrup D i s t r i c t : 
Small scale i ndus t r i e s are provided finance t o meet 
t h e i r vaCious requirements by. 
1) All na t iona l i sed conmercial Banks 
2) Co-operative Apex Banks 
3) Purbanchal Banks and 
4) Urban Banks 
The details are as follows : 
Table - 2.1 
Name of the Banks Number 
1. Public Sector Banks 19 
2. Regional Rural Bank 2 
3. Co -operative Bank 5 
4. Private Sector Banks 3 
5. State Corporations 2 
Source : U.C.O. Bank Divis ional Office Rajgarh Road, Bhanagarti. 
Guwahati. 5. 
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Table 2.1 revea ls the d e t a i l s of a l l commercial banks and 
S ta t e Corporation tha t give f i nanc i a l a id t o small scale 
indus t r ies for t h e i r development. The number of d i f ferent 
types of commercial banks are a l s o given in the t ab l e , in 
order t o give us an idea about the p r i n c i p a l banks engaged 
in lending small scale i n d u s t r i e s . 
2.2 Policy towards Small Scale Indus t r i e s : 
I t Is g ra t i fy ing t h a t enthusiasm is showi cur ren t ly by 
conanercial banks for the grant of l i b e r a l c r e d i t f a c i l i t i e s t o 
p r i o r i t y sec tors of the economy l i k e small sca le i n d u s t r i e s . 
A rapid spread of banking f a c i l i t i e s can be witnessed during 
the post n a t i o n a l i s a t i o n period . Banks have taken up various 
measures in order t o s t ep up t h e i r lending t o the small sca le 
2 i ndus t r i e s . The .extension of c r e d i t t o small scale indus t r i e s 
has become one of the p r inc ipa l tasks assigned t o banks.Keeping 
In view the nat ional p r i o r i t y given t o the small scale indus t r i e s 
as i t offers high employment p o t e n t i a l , the commercial banks have 
continued t o ensure r egu la r flow of c r e d i t t o them with concess-
ional r a t e s of i n t e re s t along with l i b e r a t e d margin norms. The 
secur i ty oriented approach has given way t o production oriented 
lending which i s adopted by commercial banks. For the rendering 
of technica l ass i s tance t o the entrepreneurs many banks have 
a l so se t up c e l l s for the purpose. 
I.Shekhar K.C., Banking Theory and Pract ice .1982 Vikhas Publ ica-
t i o n s New Delhi, p . 9 1 . 
2.Report on Currency and f inance. 198A-85 Volume I , Economic 
Review (Banking Developments ; p . 180. 
3.India 1982. Research and Reference Division Publ ica t ions Minis t ry 
or Information and Broadcasting Government of India pages 186. 
191,195. ' 
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The terms and condit ions t h a t govern the loans of 
commercial banks t o small sca le indus t r i es d i f fer from bank 
t o bank but in matters of r a t e s of i n t e r e s t , margins and 
re t a ined s e c u r i t y demanded concessional terms are offered by-
a l l commercial banks. Advances are not sanctioned by coamercial 
banks on a long term b a s i s beyond a small por t ion of t h e i r 
demand and time l i a b i l i t i e s . Whatever advances are granted, 
i s done aga ins t s e c u r i t i e s l i k e goods, shares , government 
promissory notes , b i l l s e t c . Glean advances are a l so allowed 
but in very r a re cases t h i s i s allov/ed. 
A considerable headway has been made by ccmraercial 
banks for t h e achievement of twin, object ives l i k e improvement 
in banking f a c i l i t i e s and t h e reduct ion of i n t e r - r eg iona l 
d i s p a r t i e s and the s ign i f i can t progress achieved for reaching 
of t a r g e t s v/hich bave been l a i d down for p r i o r i t y sector 
2 
advances. 
Financing of s n a i l - sca le i ndus t r i e s by commercial banks 
began a t f i r s t in Apr i l 1956, when for the benef i t of small 
scale indus t r i e s a lead v/as taken yep by the S ta t e Banlc of India 
for t he operat ion of a l i b e r a l i s e d scheme. I t is seen t h a t 
1. Khan R.R. , Management of Small I ndus t r i e s , 1979 p.74 
2, Economic Review Volume I , op c i t . ,p ' l50 
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a f t e r na t i ona l i s a t i on , ccmmercial banks have taken up ac t ive 
s teps in the financing of small sca le i n d u s t r i e s . Various 
schemes have been adopted by na t iona l i sed ccmmercial banks 
for f inancing the small sca le i n d u s t r i e s . They are as follows : 
1) Libera l ised co-ordinated financing schemes : 
Many of the commercial banks have f ollo\'/ed the S t a t e 
Bank of Ind ia ( 3 , B . I . ) in devising schemes for financing small 
sca le indus t r i e s where provis ions are made for l i b e r a l terms 
and condi t ions of loan and a system of co-ordinated finance,The 
S ,B, I . has implemented a scheme for ensuring co-ordinated 
finance with the ass i s t ance of a working group cons i s t ing of 
r ep resen ta t ives of S ta te Directors of I n d u s t r i e s , the small 
I n d u s t r i e s Service I n s t i t u t e ( S IS l ) Concenned, S ta te F inanc ia l 
Corporation and the Bank Local and Central co-ordinat ion comiii-
t t e e s were a l so se t up for t h e same purpose. For loans which 
were granted in connection with margin requirements, i n t e r e s t 
r a t e s , s t a r t - u p period, payment of loan amount, period of loan, 
s e c u r i t i e s etc there v«s the provis ion of adequate r e l axa t ions 
which are made in view fo r the accomodation of the various 
l i m i t a t i o n s of the small sca le un i t s in the fulfilment of the 
requirements of ccmmercial bank finance. For ensuring the proper 
use of the loan amount, p rovis ions are a l so made . Preference 
i s given for the factory type advances (hypothecation) r a the r 
than the lock and key form of advances (p ledge) . 
39 
2) Entrepreneurial schemes and scheaes for employment 
The S.B.I , introduced t h i s scheme in August 1967 a f t e r 
v/hich i t was followed by many na t iona l i sed banks a f t e r t h e i r 
n a t i o n a l i s a t i o n . This scheme i s appl icable for craftsmen, 
qual i f ied persons, engineering graduates and technocrats 
who lacked owners equi ty but who de s i r e s s e t t i n g up of small-
sca le i n d u s t r i e s . The maximum l i m i t of the loan d i f fers fron 
bank t o bank . For example, for an individual entrepreneur 
in the S.B.I , i t is Rs. 2 lakhs and fo r more than one individual 
entrepreneur i t i s Rs.3 lakhs , whereas in t h e case of Syndicate 
Bank for technocrats i t i s Rs.50,000 and fo r e l ec t rona te s i t is 
fe, 2 l akhs . Pro jec ts , are provided with finance if they are 
t echn ica l ly f eas ib le and economically v i a b l e , confirmed so e i t h e r 
by t he small Indus t r i e s Service I n s t i t u t e (S ISI ) , the Direc tor 
of I n d u s t r i e s or the department of the bank concerned as the 
case may be*Condition for the grant of loans i s t h a t t i l l the 
amount of t h e loan i s repayed no withdrliwal "should be made from 
the surpluses • To avoid the unnecessary blockage of funds 
in the cons t ruct ion of sheds, loans given are p a r t i c u l a r l y used 
for ren t ing bu i ld ings . 
For the implementation of var ious schemes for f inan-
cing small sca le indus t r i e s , scae prominent changes have 
been brought about in the organisat ion and management of commer-
c i a l banks v/hich are as fol lows*-
l U 
i ) Separate c e l l s or d iv i s ions , head offices and reg iona l 
off ices have been se t up by many banks for financing the 
smal l - sca le i ndus t r i e s . Such c e l l s are a l s o attached with 
main branches by some banks,- The c e l l s a re knovm by d i f fe ren t 
names l i k e I n d u s t r i a l Advance Cel l , Small scale Indus t r i e s Cel l 
Small Indus t r i e s 
/Promotion c e l l , Technical Ce l l , Credi t Inforaa t ion Cel l 
and Social Welfare c e l l . 
i i ) Technical off icers and f ie ld s t a f f provis ion is made for 
various c e l l s , agencies, cent res and some big branches fl)r 
the provis ion of finance and promotion of small-scale i n d u s t r i e s . 
i i i ) For sanct ioning of loans t o small scale indus t r ies a t 
l i b e r a l i s e d terms and condi t ions , o f f icers a t the lower 
echelons are vested with pov/ers. Provisions were made for 
no r e j e c t i o n of loan app l ica t ions by the branch manager t o 
avoid personal b ias in the r e j e c t i o n of loan appl ica t ions a t 
the branch l e v e l , 
iv) I s sue of loan account pass books t o borrowers have a l so 
been s t a r t e d by seme banks in order t o ensure d i s c i p l i n e in 
the repayment of loan amount as borroivers are informed about 
the amount of outstanding .d^bt': t h a t has t o be payed by them. 
Thus, commercial banks have shown favourable response 
in t h e i r e f f o r t s of f inancing small sca le indus t r i e s by devising 
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various schemes t o sui t borrowers and by theadoustment of the 
organisa t ion and management for the Jmplementation of t he 
various scheme. 
The lead Bank Scheme was introduced by the Reserve Bank 
of Ind ia in December 1969, under which each d i s t r i c t i s taken 
op by a p a r t i c u l a r na t iona l i s ed bank for the intensive deve -
lopnent of banking f a c i l i t i e s . Banking f a c i l i t i e s are ensured 
by t h i s scheme to the small entrepreneurs who otherwise lack 
i t to finance t h e i r operat ions . Under the lead Bank Scheme, 
na t iona l i s ed commercial banks a r e expected t o extend f u l l 
co-operat ion for developing banking hab i t , spreading branch 
off ices and promoting development of the lead d i s t r i c t s 
3 
a l loca ted t o them for the purpose. 
The lead bank scheme des ignates each bank as the lead 
Bank for a d i s t r i c t in which i t a l ready has s i zeab le operat ions . 
The lead Bank of the d i s t r i c t , i s e:5)ected t o survey the d i s t r i c t 
for banking developnent and extension of c r e d i t f a c i l i t i e s 
spec ia l ly for the benef i t of the small scale un i t s . The p r i n c -
ipal object ive of the schane i s the o r ien ta t ion of banking 
development needs of a l l regions and a l l sect ions which are 
not met with by the banking system. 
Source i -
Agi»awal H . N ; . A p o r t r a i t of Nat ional i sed Banks. 1980,inter - Ind ia 
publ ica t ion Delhi Pages 202, id07,21U. 
2. Khan R.R.op.c i t , p . 125 
3, Agarwal H.N. op c i t . p 256. 
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A c r e d i t survey of each d i s t r i c t is prepared by the 
Lead Bank in order t o knov/ the requirements of the d i s t r i c t 
and ' . the way they can be met. At the d i s t r i c t , the re i s a l so 
a coordinat ion committee presided by the Deputy Cqcamissioner 
of the d i s t r i c t where the problems of c r e d i t flow i s 
discussed. The d i s t r i c t Industry cen t r e s , a re sponsoring 
agencies for many of the app l i ca t ions for f i n a n c i a l a id t o 
the lead bank , thus an o p p o r t u n i t i e s provided through these 
committees for the review of cases t h a t are turned down by the 
bank. For three or four d i s t r i c t s , an off icer has a l so been 
appointed t o monitor the flow of c r e d i t t o the decen t ra l i sed 
sec tor and t o revive such ca se s . 
The appointment of a c r e d i t manager in each d i s t r i c t 
industry centre r ecen t ly from the lead bank off ice , has provided 
a valuable l ink between the promotional network represented by 
the D i s t r i c t I ndus t r i e s cent re and the financing system r ep re -
sented by the lead bank. Though there i s the existence of 
opera t ional d i f f i c u l t i e s , t h i s method has made the provision 
of a g rea te r understanding between the two systems and a 
l i b e r a l approach of banks towards appl ica t ions from r u r a l 
-1 
areas and ffom the decent ra l i sed sec to r . 
1. V ^ a Ram K. Small Industry the Challenge of the E igh t i e s 
Vikhas Publishing House, P, t>2-64. j^gj^^^ ,1981. 
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2,3 Methods of Financing small s c a l e Units ; Lending Producre 
The l i f e blood of any bus iness i s finance and the 
-1 
management of i t i s an a r t t h a t merits sec i a l a t t e n t i o n . 
For the success of any small i ndus t r i e s development programme 
one of the v i t a l elements i s c r e d i t , with regard t o the 
importance given for the growth and development of small 
s ca l e indus t r i e s , i t i s of prime Importance t h a t adequate 
finance is made lava l i ab l e t o them timely v/ith reasonable 
r a t e s of i n t e r e s t . For the e f fec t ive functioning of the 
small Bcale sector i t i s e s s e n t i a l t h a t c r e d i t be made a v a i l a -
2 
ble on easy and l i b e r a l terms. 
From the view point of a banker, wel l -es tab l i shed 
guidel ines are present for the . assessnent of c r e d i t 
requirements of a concern . For assessing the v i a b i l i t y of 
a unit whether i t i s c r e d i t worthy or not , a banker has t o 
make a annalys is of the balance shee ts and thereby evaluate 
the turnover of funds, s a l e s and other operating resjults 
for a proper judgement of a un i t . There are c e r t a i n es tabl ished 
r a t i o s behind which f igures a banker has t o go in order t o 
a s sess the technica l and managerial competence of the manage-
ment, and the i n t eg r i t y of the men running a concern for the 
I.Desai Uasant, Organi?rt ion and rianagonent of small scale 
I n d u s t r i e s . 1983. Himaraygp. Publishing House, p.250. 
2. Vepa Ram K. op c i t , p .50, 
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decision whether the uni t deserves f inanc ia l a id or no t . 
The es tab l i shed r a t i o s are debt equi ty r a t i o , turnover t o 
ne t worth, r e tu rn on c a p i t a l employed, ne t p r o f i t as a 
percentage of ne t worth, dividend paid t o shareholders and 
-1 
r a t i o of current a s s e t s t o cur ren t l i a b i l i t i e s . 
Financing of small sca le indus t r i e s i s daae wi thin 
an i n s t i t u t i o n a l framework which is a s follows : 
1) S t a t e a id to I n d u s t r i e s ac t which is a s t a tu to ry provis ion 
wi thin the s t a t e for small loans t o entrepreneurs .The jjrocsdure 
followed for obtaining the loan va r i e s from s t a t e t o state.Loans 
below the amount of Rs,5,000 are given on personal surety and 
for loans above t h i s amount are advanced upto 75 percent 
of the s e c u r i t y offered. In most s t a t e s , for such loans the 
c e i l i n g is Rs. 1 lakh for individual borrowers and 'RS. 2 lakhs 
in the Case of i n d u s t r i a l co-operat ives given a t a r a t e of 
i n t e r e s t of 2 t o 7 percent , After the development of banking 
i n s t i t u t i o n s t h i s method is not appl icable now. 
2) Par t ic i i j a t ion in Equity Capi ta l or Risk Capi ta l takes the 
form of d i r e c t subscr ip t ion or under wr i t ings with l i a b i l i t y 
confined upto 25 percent of the t o t a l issue with regard t o both. 
1. Desai Vasant, o p . c i t . , Bages 275, 275. 
2. Vepa Ram K, op c i t , p .65-67 . 
Id 
5) Credit Guarantee Scheme of the Reserve Bank of India (RBl) i s 
the encourageSeSf^ol^'Ihe supply of i n s t i t u t i o n a l c r e d i t t o 
small i n d u s t r i a l un i t s by a grant of a degree of p ro tec t ion 
t o lending i n s t i t u t i o n s aga ins t poss ib le lo s ses in r e spec t 
of such advances. This scheae is operated by the R.B.I, on 
behalf of the Government of India*)and under i t losses incurred 
by the lending i n s t i t u t i o n s in respect of advances t o small 
scale indus t r i e s are covered upto 75 percent by the R.B.I, 
To a v a i l t o the f a c i l i t y f inanc ia l i n s t i t u t i o n s are to pay 
a nominal guarantee ccmmission of ^ of 1 percent . Under the 
scheme f inancia l i n s t i t u t i o n s t h a t are advancing shor t 
and long term loans upto a period of -10 years wi l l be able t o 
recoup a s u b s t a n t i a l amount of the loan advanced by them, 
Fbr Bny advance, Rs, 2 lakhs i s the maximum amount which can 
be recovered against the guarantee, 
4) Seed Capi ta l Assistance i s a s p e c i a l c l a s s of share c a p i t a l 
r a i sed for the provision of ass i s tance t o deserving i ndus t r i a l 
un i t s on sof t terms. I t is a l so used fo r the provision of 
equity a s s i s t ance t o e l i g i b l e small s ca l e un i t s covered under 
the c r e d i t guarantee scheme. For ge t t i ng such ass is tance 
p ro jec t s should be in one of the p r i o r i t y sec tors preferably 
1. Khan R,R. p , . 73. 
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t echn ica l enterepreneurs or craftsmen who do not possess 
formal academic qua l i f i ca t ions but have adequate p r a c t i c a l 
experience or s k i l l s in the l ine of manufacturing they 
in ten t t o s t a r t . P ro jec t s located In backward areas v/here 
suf f ic ien t resources are no t ava i l ab le can a l so get benef i ts 
fcoca the seed c a p i t a l ass is tance scheme. The maximum ass i s tance 
given w i l l be 20 percent of the projec t cos t on lis. 2 lakhs 
the ra t e of i n t e r e s t w i l l be a normal r a t e ofipercent per 
annum for propr ie tory concerns and a dividend r a t e of 5 to 6 
percent w i l l be s t i p u l a t e d . This scheme i s operated through 
the s t a t e Financial Corporat ions. 
5) Concessional finance a t concessional r a t e s of i n t e r e s t 
are provided by major f inancing i n s t i t u t i o n s in backward a r e a s . 
The concessional r a t e of i n t e r e s t i s 95 percent with reduced 
coramiteent charge of 0.5 percent with a i n i t i a l moratorium 
period of 5 years and longer amort isa t ion per iod of 15 t o 20 
years with p a r t i c i p a t i o n in r i s k c a p i t a l on a "selective b a s i s , 
6) S t a t e Financial CorT?oration advance lo^ns t o small - s c a l e 
entrepreneurs for the s e t t i n g up of new u n i t s or renovation, 
modernisation and expansion of ex i s t i ng u n i t s . Loans are 
granted for a maximum l i m i t of Rs. 10 lakhs aga ins t c o l l a t e r a l 
s ecu r i ty with a margin of 25 t o 50 percent and with the 
r a t e of i n t e r e s t of 7 to 9 percent which v a r i e s £rom s t a t e t o s t a t e . 
1. Vepa Ram K, op. c i t , , Pages 6a, 69. 
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7. Commercial Banks offer c r e d i t t o the small entrepreneurs 
on easy terms . Some of the loans are granted for medium term 
but the bulTc of loans given are for t h e provisicm of shor t 
term c r e d i t . The terms and condi t ions governing the loans 
t o small sca le indus t r i e s by coM^rc i a l banks d i f fer frcm bank 
t o bank. 
a ) Loans ; In the case of loan account, disbureement of the 
en t i re amount can be done a t one time e i t h e r in cash or by 
t r ans fe r t o the account. If the advance is a s ingle one, no 
further withdrawals are allowed except for i n t e r e s t and 
other charges . In t h i s method no check books are issued . The 
s e c u r i t i e s in a loan account may be shares , government secur -
i t i e s , l i f e insurance p o l i c i e s and f ixed deposi t r e c e i p t s . 
b) Over d r a f t s ; 
By t h i s method a borrower i s able t o withdraw in 
excess of i t s c r ed i t balance standing within which he is 
allowed t o over draw his account. For an overdraft account; 
a current account is required t o be formally opened by comple-
t i ng a l l t h e formal i t ies requi red . Overdrafts are repayable on 
demand but can continue for long periods of time by being 
renuwed annual ly . This proves t o be a very convenient a r rang-
ement for the borrower. In t h i s method, cheque book i s p r o v i -
de! As i t i s operative l i k e current deposi t s and cash c r e d i t 
and the secur i ty offered are shares , debentures and government 
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secur i t i e s and in special cases insurance profi ts and fixed 
deposit receipts are also accepted . 
c) Clean 0\'erdraft ; This i s very rare t o be found and are 
extended by banks only to par t ies who are financially sound 
and reputed for their integri ty, as the bank r e l i e s on per-
sonal security of the borrowers for th i s method. For 
proposals of clean advances, banks follow much res t ra in t due 
t o no backing of any tangible security. If the par t ies are 
already having secured advance f ac i l i t i e s , th is wi l l be helful 
for them as banks wil l favour the i r proposals.^. 
d) Cash Credit is a method where a customer is allowed advances 
up to a certain l imit against credi t granted by the bank. The 
borrower can borrow upto the amount he requires and the surplus 
will be deposited in his account. In teres t i s charged on the 
anount availed by the borrower. Cash credi t is sanctioned against 
security of goods l ike pledge or hypothecation, 
e) Terms Loans ; Are granted on the security of fixed assets 
for a period which normally range from 3 to .7 years and sometimes 
even for longer periods, 
^) B i l l s purchased i s a method where advances are made against 
the security of b i l l s that are ei ther clean or decumentary. 
Sometimes b i l l s are also purchased £rom customers, who are 
approved of or in whose favour regular l imits are sanctioned. 
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The banker -lias t o be s a t i s f i e d about t he c r e d i t wothiness of 
the drawer before the grant of a l i m i t . Banks holds b i l l s for 
the secur i ty of the advance granted by them. Against the 
s ecu r i t y of b i l l s , overdraft or cash c red i t l i m i t s are a l so 
allowed sometimes. B i l l s a re not primary but c o l l a t e r a l 
s e c u r i t i e s , and the banker i s not a par ty t o the b i l l but 
being an agent for the customer c o l l e c t s the b i l l s , 
g) Hypothecation F a c i l i t i e s : Schemes have been evolved by 
commercial banks for the grant of c r ed i t f a c i l i t i e s aga ins t 
hypothecation of raw m a t e r i a l s , goods in process, semi-
finished and f inished goods. 
h) Spec ia l Hypothecation f a c i l i t i e s : Under t h i s spec ia l 
scheme. S ta t e Bank of Ind ia and i t s subs id i a r i e s meet the 
e n t i r e working c a p i t a l of small scale i ndus t r i e s , i f r e q u i r e -
ments do not exceed a sum of Rs. 50,000 to fis. 100,000. The 
un i t s requirement of raw mate r i a l s , s tocks in process^ f inished 
goods, b i l l s purchased and book debts are expected t o be taken 
Care of by the c^nposite l i m i t . Advances are conducted in the 
same manner as a hypothecation f a c i l i t y . 
1. Khan .R.R. op c i t , pages 72-T7. 
2 . Lai Sundarshan, Loans t o Small I n d u s t r i e s and Small Borrowers. 
1976 , Navrang- Inderpuri ,- New Delhi pages 2b, 27. 
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i ) Short term loans are provided by a l l the branches of .the 
Sta te Bank of India t o the small en t repreneurs . On working 
c a p i t a l advances the margin var ies from 25 percent t o 5J 
percent . 
j ) Medium term loans are offered by the Sta te Bank of Ind ia and 
i t s s u b s i d i a r i e s f o r acquir ing of fixed a s s e t s and for t he 
renovation and the ejqjansion of the ex i s t i ng un i t s . They are 
extended for a period of 7 t o 10 years with a r a t e of i n t e r e s t 
of 8 percent per annum. 
k) Instalment Credit i s granted by the S ta te Bank of India t o 
theiiSmall entrepreneurs fo r the purchase of machinery e i t h e r 
new or old , I f the machinery i s a old one the bank would 
prefer t o s a t i s f y i t s e l f t h a t i t is in good working condit ion 
and i t s l i f e span would be enough t o cover the mortgage schedule 
under the scheme. The margins in t h i s method vary between 20 t o 
33 1/3 percent j with a r a t e of i n t e r e s t of 9 percent , ' ' 
2.3(bXiendin^ Procedure ; 
Normally a l l banks i n s i s t on r e g i s t r a t i o n of indus t r i e s , 
oy r e g i s t r a t i o n we mean e l i g i b i l i t y t o se t up the industry 
end t o take statutory.-reqairemeilts . There ere c e r t a i n f o n n a l i t i e s 
t h a t has t o be fu l f i l l ed before loans a r e granted to small 
sca le i n d u s t r i a l uni t s by banks. Within the bank fo rma l i t i e s is 
included documentation which has t o be done f i r s t for loans t o 
1. Khan R.R.op. c i t . pages- 81,82, 
51 
be financed by banks. The Bank formalities are as follows : 
1. Fi l l ing up the application form of the bank . 
2. Quotation, price l i s t , ava i lab i l i ty of machinery, raw 
materials etc will be .taken into consideration by banks 
3. Up t o 25,000 of loan amount, hypothecation of plant and 
machinery and other assets are alloived. 
4. If the amount is above 25,000, additional security is 
required by way of guaranteed and mortagage of immovable 
property etc. 
After getting the application, the bank manager will 
f i r s t rscrut'ihise: the project for knov/ing whether the project 
is economically viable and technically feasible or not , Infor-
mation with regard to ava i lab i l i ty of infi'astructure f a c i l i t i e s , 
whether the product is locally demanded or not, whether profit-
earning from the product is possible to cover production cost 
plus earnings are also seen to , I f the project is viable, 
then co l la te ra l Security and garanty are taken and then the 
applications are processed. Information i s also taken with 
regard to the follov/ing: 
1) Solvency of the person concerned ie . , income tax clearance 
ce r t i f i c a t e . 
2) Municipal trade licence for the supply of e lec t r ic i ty , sanction 
is taken for i t . 
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3) iTi the present day, another c e r t i f i c a t e i s necessary 
from the po l lu t ion board for ecologica l balance. 
The two main important fac tors are (1) The scheme 
and (2) The man behind the scheme . Other fac to rs are forma-
l i t i e s . Once a projec t i s proved t o be economically v iab le and 
t echn ica l ly f ea s ib l e , a banker agrees t o the grant of loans 
t o the respec t ive small sca le i n d u s t r i a l u n i t s . 
2,4 Recoveries : 
Recoveries or repayment of loans d i f fe r from bank t o 
bank and i t a l so d i f fers in the various schemes ava i l ab le for 
the grant of f inancia l f a c i l i t i e s t o small s ca l e i n d u s t r i a l 
u n i t s . The recoveries of d i f f e r en t banks and under d i f f e r en t 
schemes are given below : 
1) Terra Loans, a re repayable on expiry of f ixed per iods 
exceeding 12 t o 24 months or in per iod ic ins ta lments- monthly, 
th2 
quar ter ly , half yearly or annually over a period of time maximum 
period being 15 years for backward a r e a s . 
2) Sta te Financial Corporation loans are repayable in convenient 
instalments spread over 10 t o 12 years and in exceptional cases 
even for 20 years . 
1. Lai Sundarshan, op. c i t . , p . 7 . 
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3. I n the c r ed i t Guarantee Scheme of the Reserve Bank of India . 
the amount recoverable v a r i e s with the amount of the loan 
as wel l as the ultimate balance in defau l t . The maximum amount 
recoverable against the guarantee issued in respect of any -
advance i s Rs. 2 lakhs. 
4. Loan Account repayment may be the ful l amount or by way 
of schedules of repayment agreed upon as in the case of term 
loans . 
5 . Medium term loans which is offered by the S ta t e Bank of India 
and i t s subs id i a r i e s are repayable e i t h e r in monthly, quar te r ly , 
ha l f yearly or yearly ins ta lments . 
6. Insta lment c r e d i t granted by the S ta te Bank of India 
is repayable in 5 years in su i tab le monthly, quar ter ly or 
half-yepxly instalments . 
7. Workin? Capi ta l Advances which are extended by commercial 
banks and t o a l imited extent by S ta te Financia l Corporation 
and State Governments,are repayable in convenient perior'.ic 
instalments of 5 t o 7 yea r s . I f a s s i s t ance i s granted for v/ork-
ins Capi tal purposes only then the same i s recoverable in three 
t o five yea r s . 
1. Khan, K.H. , op. c i t . pages 7^-62. 
2. Balapr.Shahi' . . Management of Small-Scale Indus t r i e s ,1984, 
Deep and Deep Publ ica t ion New Delhi 27. p .98 . 
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8) S t a t e aid to indus t r i e s ac t which i s a s t a t u t o r y provis ion 
of the Sta te has a repayment period of 10 years with a low 
in t e re s t r a t e of 2 t o 7 pe r -cen t . 
9) Seed Capi ta l Assis tance which is a spec ia l c l ass of 
share c a p i t a l ra i sed on soft terms has the repayment of loan 
period a f t e r an i n i t i a l moratpurium of 5 years . 
10) Concessional finance has a i n i t i a l repayment period of 5 
-1 
years and a longer repayment p ^ i o d upto .15 t o 20 years,. 
Thus recovery of loans d i f f e r from bank t o bank and for 
d i f ferent schemes . I f repayment of loans i s not made by any 
small i ndus t r i a l unit t imely, the party wi l l lose claim of the 
bank and f inanc ia l i n s t i t u t i o n from where f i nanc i a l grant was 
made a v a i l a b l e . 
1. Vepa Ram K., o p . c i t . , page 65-69. 
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C H A P T E R - I I I 
3.1 The Pr inc ipa l Problems f^cedby Small Scale I n d u s t r i e s ; 
The her i tage of small: s ca l e indus t r i e s in 
Assam in very r i c h but these i n d u s t r i e s are handicapped with 
innumerable d i f f i c u l t i e s • I n comparison with the l a rge - sca l e 
industry , the small un i t s suffer from many inherent weaknesses. 
The small en te rpr i ses are more f l e x i b l e but they are highly 
vulnerable t o any setbacks, these uni t enjoys the personal 
touch, but the entreprenur has t o be an a l l - purpose manager 
2 
cons tant ly har t ied by c r i s i s a f t e r c r i s i s . Insp i te of cons i -
derable growth po ten t i a l and exis tence of var ious promotional 
agencies in the nor th -eas t , the development of small scale 
indus t r i e s s t i l l remains a t a very nascent s tage. The progress-^ 
3 
made in t h i s f i e l d has so fa r been both t a rdy and lopsided. 
Several fac tors have constra ined the growth end development 
of t h i s sec to r . Sane of these important d i f f i c u l t i e s and pro-
blems faced by small Indus t r i e s are enunerated below : 
1- Finance and c r ed i t ; 
The main obstacle in i:he development of small 
scale indus t r ies is the s c a r c i t y of f inance and c r e d i t . 
Usually the small i n d u s t r i a l un i t s has very weak c a p i t a l base 
Source : 
1. Dhar Pranafe Kumar* op. c i t . , p . 123. 
2. Khan R.R. ^ op. c l t , p.50 
3. Mahajan V.ii,, Studies in Indus t r i a l . Economy of India. 
1987 , Deep and Deep Fubi ica t ions , New lieibi, p.71i?. 
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since they general ly have patnership^or single ownership. 
The p r o f i t s earned by t h e s e i ndus t r i e s j a l so not enough for in-
vestment purposes. ^ As pointed out by most s tud ies , finance 
i s no doubt one of the ma^or problems of small scale i n d u s t r i e s . 
An In t e rna t iona l Planning Team t h a t had v i s i t e d India In 
1954, has concluded t h a t in many bfienches of small s ca l e 
industr^y there i s a severe lack of c a p i t a l as well as 
c r e d i t l a rge ly because of lo>. product iv i ty and "over-population. 
The Society for Socia l and Economic Studies onphasized t h a t 
the dearth of c a p i t a l r e s u l t e d li'om a lovi income l eve l , a 
small capaci ty to save and hence a lack of capaci ty to inves t . 
Various research s tud ies have a lso revedled the inadequacy 
of i n s t i t u t i o n a l source of f inance. 
The f i n a n c i a l resources ava i lab le t o smell sca le 
indus t r i e s are inadequate. Small sca le indus t r i e s have so 
l imi ted i n t e r n a l resources t h a t during the period of business 
s t r a i n there is no surplus t o l i v e on. When the business s t a r t s 
to grow and seeks fu r the r expansion, i t f i n a n c i a l weakness i s 
exposed the most. « 
For the a v a i l a b i l i t y of c r e d i t f a c i l i t i e s the 
small sca le indus t r ies have the following main i n s t i t u t i o n a l 
sources : S t a t e Direc tora te of Indus t r i e s , S t a t e Financia l 
Corporations, public sec to r banks and other banks. After the 
in t roduct ion of soc ia l con t ro l of banks i n 1967 , the pol icy of 
LMisra a.K. and Pur l V.K., Indian Elconomy, 1937,Himalaya Publ i sh-
Ing House, New Delhi ,p .735T' ^>i«««»— 
2. Report of Small-Scale Indus t r i e s in Ind ia . I n t e rna t i ona l Plann-
ing Teaml\,The ford foundation. Minis try of Cctomerce & Industry-'.. 
Government of IndLa, 1955 p . 39. 
3 . Capi tal for MediJJgi and Small Scale I n d u s t r i e s . Society for 
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granting credi t to small scale industries has been l iberal ised 
by commercial banks. This s i tuat ion has further improved 
aifter the nationalisation of banks in 1969. The cr i te r ion of 
' c red i t worthiness' s t i l l weighs heavily with the coamercial 
banks. For th i s i t will be necessary to change the outlook of 
bank and l ibera l i se the rules and practioesof banking . 
Scarcity of raw materials t 
Majority of the small scale industries depend 
on local resources for t he i r raw material requirements which 
i s available neither in adequate quantity, nor of high quality. 
' The small scale industr ial units are unable to purchase raw 
materiBls in bulk, and so they are forced to purchase whatever 
quantity i s available a t high prices and inferior quality.Inad-
equate and irregular supply of raw-materials creates a problem 
growth and 
for smooth functioning of these industries and the expansion 
Z' / 
of these industries has t o suffer. Small units due to problem 
of scarci ty 
^ of raw materials f a i l to produce goods in required '^uahtiti^s 
and at reasonable costs . < Irregular supply of raw materials 
atid t h e i r r is ing pr ices create d i f f i cu l t i e s for small scale 
1. Misra S, K and Puri V.K. op.ci t . p.735 
2. Itoar Pranali Kumar, op .c i t .p . 124 
5. Khan R,R., op.ci t . p.54 
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producers in maintaining a continuous flow of production 
and meeting the production c o s t . Ult imately the firm face 
ser ious problens a t the marketing s tage , -
3 . Marketing F a c i l i t i e s ; 
CJne of the main problems faced by small scale 
un i t s I s . in the f ie ld of marketing. Lack of proper marketing 
f a c i l i t y stands in the way of expansion of the these indus t r -
i e s . The small scale i n d u s t r i a l u n i t s do not posses any marke-
t ing organization and as a r e s u l t face d i f f i c u l t i e s in s e l i -
ing off the re produce. Absence of proper marketing arrang-
ements lead these Indus t r ies to s e l l t h e i r products t o p r iva te 
3 
dealers a t unremmerative pr ices ,* ' 
Small producers has l imi ted experience and In 
most cases are unable to spend huge gums on research and 
development, pub l i c i ty and sa les promotion measures. More-
over, the demand of t h e i r products remains undeveloped due 
t o lack of proper brand names, s tandardiza t ion of products 
and organised marketing arrangements. Thus, the lack of proper 
marketing channels , imperfect knowledge of market condi t ions 
and unorganized na ture of operations 6ave constrained the 
growth and developmoit of t h i s sec tor .^ 
1. M eh ant y Bedabati, Economics of Small Scale Indus t r i e s , 1986 
Ashish Publishing House K.Delhi-2b Pages 12S-129. 
2. Misra S.K, and Pur i V.K,, op c i t , p . 136. 
3 . Dhar P.K. op c i t p .124. 
4 . Khan, R,R., o p . c i t . , p . 55 . 
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The significance of marketing was brought out by Paul 
Hoffman, former admin i s t r a t r a to r of the United Nations Ind -
u d s t r i a l Organisation as folloii^ : " I t is i l l u so ry to think 
tha t a country can be i n d u s t r i a l i s e d by bui lding f a c t o r i e s -
i n d u s t r i a l i z a t i o n means bui lding markets . Peter ff, Drucker 
in h i s a r t i c l e pointed out t h a t marketing was general ly the 
most neglected area in the economic l i f e of developing coun t r i e s . 
A study undertaken by the National Council of Educational 
Research and Training anphasized t h a t the optimal functioning 
of an economic system depended upon the even matching of the 
Capabi l i ty and ef f ic iency l e v e l s a t t a ined by i t s productive 
and d i s t r i b u t i v e systems. The Niational Council 'Of Educational 
Research and Training suggested t h a t marketing was probably 
the l e a s t developed aspec ts of the Indian economy and t h a t 
there had been very l i t t l e systematic attempt t o study i t s 
problems in India . A.P. Sharma c l a s s i f i e d the marketing 
problems of small scale indus t r i e s in to those assoclttdbfid.ylth 
the product and ttUcse? with the market for the product. The 
former a r i s e s frcwi lack of s tandard isa t ion , differences in 
the qua l i ty of ma te r i a l s used and lack of p rec i s ion . The l a t t e r 
stemmed from inadequate resources a t the disposal of small 
sca le i ndus t r i e s for ident i fying market o u t l e t s and tapping 
1. Padolerchio Si ro P, Marketing in the Developing World, 1979, 
See Bala, op. c i t . p . 21. 
2. Drucker Peter ij[i, Marketing and Economic Development See Bala 
OP.cit p . 2 1 . 
3 . New Perspective in Marketing , NCERT 1972 see Bala o p . c i t , 
p. 2 1 . 
^ . NCERT, 1972 o p . c i t p . l 6 . See Bala op. c i t . P .21 . 
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them p ro f i t ab ly . 
Several Studies have emphasized the need of market 
research and information. The In t e rna t iona l Labour Office 
suggested t h a t co-opera t ive s o c i e t i e s or Government-aided 
agencies should undertake market surveys and market research 
3 
since these would be too expensive for individual small firms. 
The working Group on Small Scale Indus t r i e s for the Third 
Five year Plan a l so recommended s imi l a r ly . 
k) Technical Assistance : 
Absence of proper t r a i n i n g f a c i l i t i e s t o the arti i^ans i s 
hurdle 5 
/ t h e small scale indus t r ies are facing. The small sca le 
indus t r i es i ndus t r i a l development programme suffers from 
lack of e f f i c i e n t management due t o non a v a i l a b i l i t y of t r a ined 
and experienced personnel . There is no proper i n s t i t u t i o n a l 
s e t up for development of t echn ica l and managerial t a l e n t s . As 
a r e s u l t , supervision is w'eak and working efficiency below 
the desired l eve l leading to higher opperational c o s t . Moreover^ 
prevalence of low l eve l of technology, shortage of t r a ined and 
experienced personnel have led t o t h e following of out-dated 
methods of production and production of goods of old design 
and s t y l e . 
J . Sharma A.Jf., Marketing Problems of Small Scale I ndus t r i e s p.159. 
See Bala op. cit»^p. 21. 
2. Kulkarni, Pradhan and P a t i l , Modern Marketing Research, 1980, 
See Bala op c i t ^ p . 21. 
3 . I n t e r n a t i o n a l Labour office o p . c i t , p.29 See Bala o p . c i t . p . 2 i . ' 
^. Fteport of the Working Group, Small Scale Indus t r ie s^Programes 
o ' Work for the Third Five Year Plan, 1959, Minis t r y of Commerce & .. 
Industry Government of India p.93 See Bala o p . c i t . p . 21' . 5 . Dhar P.K. o p . c i t , p.124. 
61 
The In t e rna t iona l Planning Team pointed out t h a t 
Indian i n d u s t r i e s used obsolete t o o l s and machinery and 
t h a t without modernization these were condemned to mediocrity 
and eventual e l iminat ion . ' ' The d i f f i c u l t i e s were : lack of 
f inance, lack of adequate demand, government r e s t r i c t i o n s , 
lack of space, lack of power supply and i n f e r i o r qual i ty of 
products .^ The UNESCO Research Centre on Soc ia l and Economic 
Development also found t h a t in many small uni t s the methods 
of production were t r a d i t i o n a l , adoption of modern techniques 
v/ere e i the r d i s l i ked by the entrepreneur or was not f e a s i b l e . 
P.N. Dhar and H.^. Lydall maintained t h a t s ince majority of 
the small entrepreneurs has in su f f i c i en t t echn ica l and managerial 
background, and t h a t p r i v a t e agencies W0?e not able to meet the 
4 
needs, there was a case for Government a s s i s t ance . 
5) Competition from l a rge - sca l e organised i ndus t r i e s ; 
The small scale i n d u s t r i e s a re facing s t i f f competition 
from the l a rge sca le organised i n d u s t r i e s . But due t o i t s high 
cost s t r u c t u r e , poor qual i ty of products, and adoption of old 
designs, i t cannot stand in the competition with the organised 
5 
indus t r i es and thus t h e i r very existence has been threa tened. 
1. I n t e r n a t i o n a l Planning Team, op. c i t , p . 2 . See Bala o p . c i t , p . 2 3 . 
2. Lakdawala DJ and Sandesara J .C . , o p . c i t , pp. le?-?"?!. 
See Bala o p . c i t . p . 23. 
3 . Unesco Research Centre on ciocial and Economic Development 
in Southern Asia. 1962 op .c i t^ p . 18 . See Bala o p . c i t . p .24 . 
4 . Dhar P.N.and Lydall H.p . , o p . c i t . , p . 65 . See Bala O p . c i t . p . 2 4 
5. Dhar P.K. o p . c i t . p . 125. 
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6 ) Provis ion of E l e c t r i c i t y ; 
The Power problem of small sca le indust ry has not 
been deal t with by any s t u d i e s . Some s tud ies have mentioned 
t h a t Small s ca l e uni ts have some, problems owing to power-cuts. 
A decis ion has been made for a de t a i l ed study of t he power 
problem of small sca le un i t s , p a r t i c u l a r l y because power i s 
produced and a l l o t t e d by the Government. 
7) Other d i f f i c u l t i e s : 
The problems faced by small sca le i n d u s t r i a l unil? 
are many, l i k e lack of enough finance fbr the purchase of 
raw mate r i a l s and lack of d i s t r i b u t i o n channel t o route the 
products produced. Inabi l i ty of sending out the items of 
produce t o market » .d lack of marketing channels and f inan-
c i a l and economic problems the small sca le uni ts come in the 
c lutches of middleman. As a r e s u l t of t h i s a vicious c i r c l e 
i s c rea ted between the t r a d e r and a r t i s a n by which the a r t i s a n 
has t o procure raw mate r i a l s from the t r ade r a t high p r i ce 
and his a r t i c l e s a r e sold t o him a t lower p r i ce , the p r i ce 
being d ic ta ted by t h e t r a d e r . The lack of proper t r a i n i n g 
f a c i l i t y and higher p r i ce of raw mate r i a l s , r e s u l t s in 
1. Bala Dr Shashi op c i t . , p . 24. 
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high manufacturing cos t and poor qua l i ty products . Other 
problems ^ c e d are lack of s torage space for raw mater ia l^ 
and f in ished products , and. the lack of demand in ra iny sea-: 
son , Steps have also Iseen taken t o improve these situatiofft . 
Indepth study of the s t a t u s of the e x i s t i n g small 
scale i ndus t r i e s , the resource a v a i l a b i l i t y , market and 
requirement of major buyers and the I n d u s t r i a l Pol icy of 
the Government of Assam ind ica tes br ight prospects for the 
establishment of new imits with the present l eve l of in f ra -
s t ruc tu re and f a c i l i t i e s . However, the major bot t lenecks of 
supply of power, water, s k i l l e d manpower, t r anspor t f a c i l i t i e s , 
i n d u s t r i a l accomodatipn e t c . should be taken care of Inorder 
t o achieve f a s t e r development , Concerted e f fo r t s are required 
on the pa r t of S t a t e Government, the Direc tora te of Indus-
t r i e s and a l l development-^encies t o devise measures and 
implement i t e f f i c i e n t l y to minimise the problems of small 
scale u n i t s . The new I n d u s t r i a l Policy has been welcomed by 
a l l with enthusiasm, but i t s success depends on i t s imple-
• 
mentation. The s t r e s s of the development agencies should not 
be on the quant i ty of the service alone, but on i t s qua l i ty 
and produc t iv i ty . 
1. National Product iv i ty Council, o p . c i t . , Pages 56,61,68, 
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3.2 Proport ion of Finance obtained from Banks and non-banking 
i n s t i t u t i o n s : 
Table 3 «J 
Performance of Banks in Kamrup D i s t r i c t Under Annual 
Action. P lans 1985-1988. 
(Amount in lakhs) 
S e r i a l No. 
1. 
2. 
3 . 
4 . 
Year 
1985 
1986 
1987 
1988 
Target 
291.20 
335.7 
356.96 
386.30 
Achievement 
262.72 
321.9 
317.95 
325.29 
Source - Lead Bank Off i ce , Kamrup. 
Table 3.1 revea l s the performance of All Commercial 
Banks in Kamrup d i s t r i c t in advancing loans to small scale 
I ndus t r i e s under Annual Action Plans 1935,1986,198? and 1988. 
In the year 1985, a l l commercial banks advanced loans 
to small scale i n d u s t r i e s , hovrever the amounts advanced by 
United Bank of India , Centra l Bank of India , Allahabad Bank, 
Syndicate Bank, Punjab and Sind Bank, Vijaya Bank, Gnindleys' 
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Bank, Co-operative Urban Bank, Co-operative City Bank and 
Fede ra l Bank are not known due t o non a v a i l a b i l i t y of 
accounts of loans advanced by these banks in the lead 
Bank o f f i ce . 
In the year 1986,^  due t o non a v a i l a b i l i t y of 
records the loans advanced by c e r t a i n banks for the deve-
lopment of small scale indus t r i es are not known, these 
banks are New Bank of India* Bank of India , Or ien ta l 
Bank of Commerce, Bank of Baroda, Fede ra l Bank, Grindleys* 
Bank and Indian Bank. Some banks did not advance any 
loans in 1986, they are Syndicate Bank, Dena Bank and State 
Bank of Bikaner and J a i p u r . 
I n the year 19B7, a l l commercial banks had advanced 
loans to small scale i n d u s t r i e s . I n the year 1938,mast of 
the coimnercial banks had advanced loans t o small scale 
industr ies^ Due to la'ck of submission of records in the 
lead Bank Office, amounts advanced by Central Bank of 
Ind ia , Allahabad Bank, Purbanchal Bank, Bank of Baroda, 
Syndicate Bank and Indian Bank are not knovm , 
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Table 3« 2 
Number of Cases Sponsored through D.I .C. to various 
Financia l I n s t i t u t i o n s . I t s Sanctioned Amount . 
(Rs. in lakhs ) 
Years Banks A.F.C. NSIC Total 
1 "No of Amount No of Amount No of Amount No.of Amount 
cases Cases cas^s , cases 
Sane- Sane- Sanction Sanc-
t ioned • t ioned ned t ioned 
8 
1979-80 37 14.70 3 
1980-81 42 25.50 4 
1981-82 54 47.60 3 
1982-83 44 103.45 4 
1983-84 82 128.19 4 
1984-85 89 182.00 8 
1985-86 87 183.60 11 
1986-87 172201.40 l4 
1987-88 211 295.00 9 
3.90 . 2 
5.20 2 
2.28 6 
4.32 46 
2.41 28 
16.60 120 
19.90 27 
26,60 17 
40.50 l4 
3. '0^ 
8.93 
4.90 
35.56 
16.09 
180.00 
31.24 
22.05 
18.88. 
42 
48 
63 
94 
1l4 
217 
125 
203 
234 
21.62 
39.63 
54.78 
143.33 
146.69 
378.60 
234.74 
203.05 
354.38 
Tota l 818 1181.44 60 121.71 262 320.67 1l40 1576,82 
Source : Action Plan 1988-89 t o 1992 -9 3 , D i s t r i c t 
Product iv i ty Centre, Kamrup-p.35. 
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Table 3.2* revea ls the number of cases sponsored through 
D i s t r i c t Indus t r ies Centre t o various Financial I n s t i t u t i o n s 
and i t s sanctioned Amount from the year 1979 t o 1988. 
The t o t a l number of cases 4* were 1140 in number and 
the t o t a l amount was Rs. 1576.82 lakhs . The highest amount 
given by banks and Assam Financial Corporation was in the 
year 1987-88, while na t iona l Small Indus t r i e s Corporation 
sanctioned the highest amount in the year 1984-85. 
Proport ion of finance obtained from non-banking i n s t i t u t i o n s ; 
Non-banking i n s t i t u t i o n s are a lso important sources providing 
f inanc i a l and other ass i s tance t o the Small Scale Indus t r i e s 
under i t s various schemes. Important non-banking i n s t i t u t i o n s 
which have aided small sca le indus t r i es in Kamrup d i s t r i c t 
. Small 
are Assam Financial Corporation ( AFC ) and Assam,rndustries 
Development Corporat ion ( ASIDC ) . 
Table 3 .3(a) Assam Financia l Corporation Highlights 
31.3.85 31.3.86 31.3.87 
Paid -up c a p i t a l 
Reserves 
Borrowings : 
i ) Bonds 
ii)lDBI(Refinance) 
Cumulative ef fec t ive 
sanct ions 
Cumulative Disbursement 
Outstanding loans And 
Advances. 
360.00 
134.18 
565.00 
590.49 
2657.21 
2350.17 
1679.03 
366.67 
186.06 
647.50 
578.46 
2930.48 
2572.38 
1829.25 
366.67 
207.46 
757.50 
768.79 
3660.27 
2963.43 
2118.06 
Source : Annual Report 1-986.-37,* ^ssam Finencta i Corporation p. 3. 
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Table 3.3 (b) 
198A-.85 1985-86 1986-87 
Lcsans Sanctioned 285.71 309.21 752.62 
Loans Disbursed 186.20 222.21 391.00 
Recovery (P r inc ipa l ) 112.00 111.00 157.00 
Gross Income 173.7^ 193.83 214.69 
Net P ro f i t 44.58 50.04 42.26 
Source :Annual Report 1986-87 (Assam Financ ia l Corporat ion) . 
p . 3 . 
Table 3.3 , reveals the h igh l igh ts of Assam Financia l Corp-
orat ion in the year 1985r 1986 and 1987. The year 1986-87 was a 
year of Record Performance for AFC, I n the key areas of i t s 
operation v iz , Sanction, Disbursement and Recovery the Corpora-
t i o n has scaled a new height during the year . Total sanction 
during the year crossed the highest record of Rs.407 lakhs achieved 
in 1981-82 and touched Rs.753 lakhs an increase of 85 pe rcen t . In 
respect of disbursement the Corporation could se t a new record of 39i 
lakhs an increase of 12.68 percent from the amount in 1982-83. 
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Table 3 A 
Size -Wise C la s s i f i c a t i on of Loans Sanctioned During 
1984- 1987- by Assam Financial Corporation (A.F«C.) 
(te. in lakhs ) 
Size of Assistance Sanctions 
1984-85 1985-86 1986-87 
No Amoimt No Amount No Amouni 
i)Loans upto Rs.10,000/ i6 1 ' 31 3 67 6 
ii)Loans from iQOOi/-
to fe. 25,000/- 6 1 18 3 83 15 
i i i )Loans from 
25,00.1/-toRs. .50000/-15 6 12 5 62 25 
i*)Loans fi?om 5 0 , 0 0 l / -
to Rs.1,00,000/- 10 8 13 12 31 26 
v) Loans from ipopOl 
to Rs. 2,00, OOb/- l4 21 l4 23 25 34 
vi)Loans from 2,0Q00l 
to Rs.5pcy)00/- ' i4 52 9 25 22 70 
vii)Loans from 
5J00001 / - t o 
Rs. 10,00,000/- 11 72 12 81 12 93 
v i i i )Loans from 
iqpQpoi/-
to &.'20,OQpo«/- 5 71 2 22 10 134 
ix)Loans from 2Qp0p01 
to Rs.3CipQp00/- 2 53 . 5 135 1 29 
x) loans from 
30 ,00 ,001 / - to 
Iis.60,00,000/- - - _ > 3 316 
93 285 116 309 321 753 
Source : Annual Report (A.F.C.) 1986-87 p.12 
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Table 3.4 revea l s the c l a s s i f i c a t i o n of Loans Sanctioned 
by Assam Financial Corporation during 1984-85, 1985-86 and 1986T 
87 . As may be observed from the above t ab le out of 521 loans 
sanctioned during the year under review 268 loans were in 
the group of loans upto fe, 2 lakhs which i s about 83^ 6 of 
the t o t a l loans . Almost 62?6 of t h i s group v.ere sanctioned 
by Regional and Branch Offices of the Corporation. 
Table 3.5 A.g .C. ' s net ef fec t ive f inanc ia l ass is tance and 
Outstanding since inception to 31.3.87 
P a r t i c u l a r s 
Sanctions ; 
Loans 
Under wr i t ings 
Direct Subscript ions 
Disbursements : 
Loans 
Underwritings 
Direct Subscriptions 
Outstandings :" 
Loans 
Underwr i t ings 
Direct Subscript ions 
Small Scale 
NO 
1559 
-
1 
1431 
-
1 
1146 • 
-
1 
Indus t r i e s 
Amount 
2086.69 
- -
0.95 
1751.73 
-
0.95 
1453.69 
-
0.95 
Source ; Annual Report 1986-87 ( A.F'.C. ) p . 12. 
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5 
Table 3.5 revea ls Assam Financia l Corporationi»net e f fec t ive 
f i nanc i a l ass is tance to small scale indus t r i es and ou ts tan-
ding since inception upto 31st March, 1987. T i l l 51st March 
1987, A.F.C. gross sanct ion was Rs. 4304 lakhs to 1932 
benef ic iary flnitsout of which 1716 small scale indus t r i e s 
shared Rs, 2326 lakhs which i s about 54 p . c , of the t o t a l 
amount sanctioned. 
Table 3.6 
C l a s s i f i c a t i o n of loans and Advanceis to Small Scale Indus t r i e s 
of 
s.: 
1 
1 
Kamrup D i s t r i c t 
For 
as a t 31st March 
Small Scale 
No. Name of D i s t r i c t 
2 
Kamrup 
Indus t r i e s 
1937 by A.P.C, 
( 
Loans Sanctioned 
(ef fec t ive ) 
No 
3 
488 
Amount 
4 
816.79 
No 
439 
[Amount ii 
» 
1 La! 
Loans disbu-
rsed 
Amount 
6 
672.74 
No 
7 
369 
khs of Rs). 
Outs tan-
ding 
Amount 
8 
628.32 
Source ; Annual Report 1986-87 p .33 . 
Remarks : ( l ) Loans outstanding Include i n t e r e s t accured and due 
but not r e a l i s e d on loans during 1979.-80 and 1980 -81,when 
Corporation followed Cash System of Accounti^)g. 
(2) Excess of disbursement over sanct ion includes Insurance 
premia and other changes debited to loan account. 
Source : Annual Report A.S.C, 1986-87. 
Table 3.6 , reveals the c l a s s i f i c a t i o n of loans and advances to 
small scale indus t r i es of Kamrup d i s t r i c t as at 3 l s t March 
1987. The araoulit given i s in lakhs of rupees . 
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Table 3»7 
Statement of Loans. Sanctioned. Disbursed and >Xflg between 
Sanction and Disbursement of Loans by A.g.Q 
Small. Scale I ix ius t r ies (Amount in lakhs of 
• rupees ) 
Year Ended Loans Sanctioned (ef fec t ive ) 
Loans Disbursed Lag between 
both 
No Amount ISL Amount No Amount 
1 
March 3 l s t »85 1164 1531.88 
March 3 l s t '86 1267 1702.15 
March 31st '87 1559 2086.69 
1120 
1199 
1431 
1324.51 
1477.53 
1751.78 
44 207.37 
68 224.62 
128 334.91 
Source : Annual Report (Assam Financial Corporation ) 
1986-87 p . 37. 
Table 3 .7 , revea ls the loans sanctioned, disbursed, and lag 
between sanction and disbursement of loans to small scale 
i ndus t r i e s by Assam Financia l Corporation, The highest amount 
of loans which wasboth sanctioned and disbursed was in 3 l s t 
March 1987 as shown c l e a r l y by the f igures in the t a b l e . 
Assam Small Indus t r i e s Development Corporation Ltd ; 
Assam small Indus t r i e s Development Corporation (ASIDC ) , 
under i t s various schemej),provide f inanc ia l and other a s s i s -
tance to small scale un i t s for i t s development . Summary 
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Statements of pos i t ion of a s s i s t ed un i t s under various schemes 
of ASIDC in Kamrup since inception t i l l 31.3.87 (25 years ) 
are as follows as given in Table No, 3«8. 
Table 3 .8 ; 
Fo s i t ion " o F Assisted Units Under Various Schemes of ASIDC 
in Kamrup since inception t i l l 31.3.87 (25 y e a r s ; . 
SI.No. Scheme No.of uni t Amount Amount Amount 
a s s i s t ed disbursed recovered Outstanding 
1 .Hire-purchase 53 17,89,194.93^02^03.63 136^33.25 
Assistance 7 » ? 
2. Seed Money assis tance96 29,52,132.46 ^ ^ 9 7 . 1 0 l6776!jfl.46 
3 . Special Employment 
scheme 5 14,800.00 ^ 0 0 . 0 0 14,702.00 
4 . Schedule Develop-
ment Scheme 17 24,111.40 q610.00 82,972.00 
5. Schedule Tribe . 
Development 
Scheme. 23 1,82,112.55 20,952.36 80,312.62 
6 . Special Incentive 
Scheme under Tr iba l 
Sub-Plan 84 14,12,439.87 -
7. Marketing Ass i s t -
ance 54 61,75,902.25 147,100,060, 
550 -l7Z^q^33.5-^  
8. Allotment of Indus-
t r i a l Shed in 
I n d u s t r i a l Area, 37 _ » VS705.55 
Guwahati, 
(By way of 
r en t ) 
Source : ASIDC 25 years r e p o r t . J H - I * 
74 
Table 3 .8 , r evea l s the pos i t ions of a s s i s t ed uni t s under 
various schemes of Assam Small Indus t r i e s Development 
Corporation in Kamrup d i s t r i c t for 25 years from 27.3.62. 
t o 31 .3 .87 . The amount of a s s i s t ed un i t s were highest under 
the seed Money Assistance Scheme, Under which 96 un i t s were 
beneff i ted and lowest under spec ia l Employment Scheme under 
which 5 uni ts v/ere bene f i t t ed . Other un i t s a s s i s t ed and 
benef i t ted from the various schemes of ASIDC i s betv;een 
the highest and lowest number of un i t s a s s i s t ed as shown by the 
f igures in the t a b l e . 
3.3 Pol icy Towards Financing Fixed and Working Capi ta l ; 
The major cause of f a i l u re of small scale indus t r i e s 
i s the shortage of funds for meeting the working c a p i t a l 
needs . I t i s of v i t a l importance t h a t working c a p i t a l i s 
managed and control led in a proper manner to avoid business 
f a i l u r e s due t o lack of continuing finance , Working c a p i t a l 
i s required for running the day - t o - day business of a 
firm. I t i s a concept associated with current asse t s l ike 
cash, shor t - term s e c u r i t i e s , t r ad ing non-monetary a s se t s 
l ike stocks , work in progress and deb to r s . V/orking c a p i t a l 
finances the various expenses and losses which i s in the 
form of purchases, s a l a r i e s , wages, commission, discount , 
r e n t , elect?<>icity etc,Working c a p i t a l requirements are not 
the same throughout the year, i t increases during the peak 
7a 
periods of business a c t i v i t y and lessens during off-season» 
Working c a p i t a l may be i n i t i a l , r egu la r , permanent, seasonal , 
c y c l i c a l and s p e c i a l . There are var ious sources for meeting 
the working c a p i t a l needs of small scale i n d u s t r i e s . They 
are as follows : 
1) Trade Credit ; 
I t i s a very important source of working c a p i t a l 
represented by goods and se rv ices l ike e l e c t r i c i t y , telephone 
changes, r e n t , wages expenses received by the firm for which 
payment i s made. I t i s represented by accounts receivable 
by the suppl ier depending upon the t rade custom, the type 
of goods and the f inanc ia l pos i t i on of the suppl ier who are 
short of cash and are unl ikely t o grant credi t .Trade c r ed i t 
i s a very convenient source of finance granted for a period 
of 30,60,90 or 120 days a f te r purchase. The extent of t rade 
c r ed i t i s subjec t ive , dependent on individual circumstances. 
2) Bank Over Draft F a c i l i t i e s ; 
I t i s an agreed l ine of c r e d i t on which a small 
entrepreneur can draw cur«^nt account cheques. Over-draft 
f a c i l i t i e s are provided to small e n t e r p r i s e s by commercial 
banks for a period of 6 to 12 months according to cash 
requirement of the firm, 
1, Khan R.R. o p . c i t . Pages 60,6l« 
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3) Hypothecation F a c i l i t i e s : 
Credi t i s granted by Commercial banks against 
hypothecation of raw mate r ia l s , goods in process , semi-
f inished and f inished goods. 
4) Specia l Hypothecation f a c i l i t i e s : 
This i s a spec ia l scheme for meeting the e n t i r e 
working c a p i t a l requirement by S ta te Bank of India and i t s 
s u b s i d i a r i e s , which cannot exceed a sum of ds, 50,000 to 
i^ s. 100,000, This l imi t i s expected to take care of a l l the 
requirements of a unit for raw mater ia l s , s tocks in 
process , f inished goels , b i l l s purchased and book debts 
e t c . The advance i s conducted In the same manner l i k e hypo^ 
theca t ion f a c i l i t y . 
5) Government Supply B i l l s » 
Commercial banks provide lending f a c i l i t i e s 
to small scale uni ts when supply orders of Cent ra l and Sta te 
Governments, and Public Sector Undertakings are accompanied 
by authorised inspect ion notes and evidences. ' 
Fixed Capi ta l : 
Term Loan i s required by small scale i ndus t r i e s for acquir ing 
fixed a s se t s l ike the purchase of land, const ruct ion of 
1. Lai Sundarshan , op . c i t Pages 25,27,29. 
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factory bui ldings and purchase of machinery and equipnfint , 
These loans are repayable in -periodic ins ta lments , over a 
period of time l ike monthly, quar te r ly , half year ly or 
annual ly . I n the case of backward areas the maximum period 
i s 15 years . For the acquision of fixed asse t s c r e d i t i s 
provided by various c r ed i t i n s t i t u t i o n s , which are as 
fol lows-: 
1) Sta te Financial Corporation (SFC) : 
Loans are granted by SPC for purchase of land, 
cons t ruc t ion of bui ld ing, and purchase of machinery and 
equipment both from within the country and abroad. I n i t i a l l y 
a holiday of two years i s allowed for repayment of the p r i n c i -
pa l amount which i s enhanced to 7 years , 10 years and 
fur ther t o 12 years for backward a reas , 
2) Commercial Banks ; 
Medium term *©)»»• f inanc ia l ass i s tance i s provided 
by commercial banks to new and e x i s t i n g i n d u s t r i a l en t e rp r i s e s 
for the const ruct ion of factory bui ld ing and purchase of mach-
inery and equipment. In the case of new uni t s in backward 
d i s t r i c t s , the r a t e of i n t e r e s t charged are reduced .Rate 
of i n t e r e s t charged ase as follows : 
1.Lal Sundarshan, op c i t , p , 7 . , ^ J ; ^ C M I ^ ^ 1 ^ £ ^ 
:?^^^. ^ ^^f\s^ 
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For Backward d i s t r i c t s , 9.50 percent 
Areas other than backward d i s t r i c t 11.0 percent 
Loans are recoverable in per iodic quanterly or ha l f -year ly 
instalments from three to five years extended to seven 
years in deserving cases , 
3) National Small I ndus t r i e s Corporation(NSIC) and State Small 
I ndus t r i e s Corporation (SSIC) 
Small scale and a n c i l l a r y indus t r i e s are provided machinery 
on hire purchase bas i s by both NSIC and SSIC, the value 
of which should not exceed fe, 10 or 15 lakhs . Applications 
for machinery on l i r e purchase bas i s are routed through 
D i s t r i c t Indus t r i e s Officer and Director of Indus t r i e s t o 
the Regional office of NSIC or Head jQffice of SSIC .Cer ta in 
SSICs also accept app l ica t ions d i r e c t l y from prospective 
h i r e r s . 
3.4 Deficiencies in lending by Banks ; 
For the e f fec t ive functioning of the small scale 
indus t r i e s i t i s necessary tha t c r e d i t i s avai lable to them 
on easy and l i b e r a l terms. Problems are faced in the 
appra i sa l of a project to assess i t s v i a b i l i t y , and the norms 
adopted for t e s t i n g i t may not always be r e l i a b l e . Moreover, 
1. Lai Sundarshan o p . c i t . , , Pages 17-25. 
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whether a borrower i s creditworfchyor not to get f inanc ia l 
aid from banks, such, appraisal- may not always provide the 
r i g h t answer. An i n s t i t u t i o n a l framework i s necessary to 
be se t up so t h a t deserving enterpreneurs are able to get 
c r ed i t f a c i l i t i e s both short and medium term to meet 
t h e i r var ious requirements• 
Commercial banks are r e l u c t a n t to extend c r ed i t 
to small scale indus t r i e s mainly for the fact t ha t the securi-
t i e s offered by them are not acceptable to the banks .More OFver, 
i t i s both d i f f i c u l t and unprofi table for the banks to 
operate numerous loans . But provis ion of the f inanc ia l needs 
of the small scale i ndus t r i e s by banks are in the i n t e r e s t 
of the economy as a whole. Small scale indus t r i e s play a 
v i t a l ro le in the Indian economy which i s evident from the 
fact t h a t i t s con t r ibu t ion to the National Income i s grea ter 
than the la rger es tabl ishments . 
The Reserve Bank of India (RBl) has given d i r ec t ions 
t o the commercial banks t o sanct ion loans and advances to 
small entrepreneurs on the bas is of v i a b i l i t y of the 
scheme r a the r than on the bas is of s ecu r i ty c r i t e r i o n .The 
R.B.I , has also ins t ruc ted the commercial Banks to adopt 
a f l ex ib le approach in matters of margin requirements 
for small scale i n d u s t r i a l i s t , t e chn i ca l l y qual i f ied and 
other entrepreneurs sponsored under the spec ia l employment 
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scheme of the central and state governments. Other recommend-
v" ' system of inters t: 
at ions are set t ing up of a National Equity Fund,slab.. /pub l i -
c i ty arrangements and strengthening of the small Service 
Ins t i tu te offices are being pursued by the Government. 
To solve the problem of relectance of banks to extend 
finances to small scale industries due to r i sk involved, 
the RBI in July 1959, organised a seminar on Financing 
of Small scale Industries which concluded that bank lending 
to small scale industries can be enlarged by sharing the 
r i s k involved in i t with some other agency set up specially 
for t h i s purpose. Accordingly, Government of India in 
consultation with R ,B . I . has chalked out a 'Guarantee 
Scheme* for the enlargement of the supply of ins t i tu t ional credit, 
to small scale industries by the grant of a degree of prot--
ection to the lending ins t i tu t ions against possible losses 
in respect of such advances. There are various reasons 
responsible for banks not adopting a helpful at t i tude in 
assis t ing small scale industries due to many defects of i t 
which may be recapitulated as follows : 
1) Inabi l i ty to offer adequate secur i t ies . 
2) Absence of special isat ion 
3) Diff icult ies in connection with impoi'ting specialised 
types of machinery for the manufacture of certain products. 
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4) Lack of managerial and specialised s k i l l s . 
5) Lack of adequate transport f a c i l i t i e s . 
6) Power shortage and 
7) Absence of audited accounts. 
The small Industries on their part are conffconted 
with : 
1) Rigidity of approach on the part of lending ins t i tu t ions , 
2) The complicated nature of information required for getting 
financial aid from banks. 
3) S t r i c t requirements of security, r ig id prescriptions 
of acceptable co l la te ra l s and 
4) Delay involved in the sanction of loans. 
Small Industries on their part should t ry to remedy 
thei r defects and render themselves more creditworthy by 
adopting the following measures: 
1) Small industries should furnish as much information they 
can about various aspects of the concern to the lending 
ins t i tu t ions . 
2) Maintenance of audited accounts should be done for concerns 
own interest and for fac i l i t a t ing assessment of loan 
proposals by lending ins t i tu t ions . 
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3) Acceptable evidence should be produced by un i t s for the 
v e r i f i c a t i o n of value of a s se t s offered as secur i ty , 
4) Loans sanctioned should only be used for the purpose 
taken for 
5) I n the case of i ndus t r i a l concern vrtiere the prospects 
depend on a s ing le individual or ind iv idua ls or when 
loan is given on personal s ecu r i ty or guarantee , the 
l e n d e r ' s i n t e r e s t should be safeguarded by insuring the 
l i f e of such individual or individuals or guarantees 
during the period of the loan . 
I t is gra t i fy ing t o note t h a t the above measures 
have brought about a vjelcome change in the a t t i t u d e of banking 
community towards the needs of the small scale s e c t o r . 
3.5 Importance of non-Banking I n s t i t u t i o n s in Financing 
Small Scale Indus t r i e s ; 
Non-Banking i n s t i t u t i o n s are important sources for 
f inancing the small scale I n d u s t r i e s , There are .various schemes 
under which f inanc ia l and other aids are given t o small scale 
indus t r ies by non-banking i n s t i t u t i o n s l i k e . Assam small 
Indus t r i e s Development Corporation (i^IDC) and Assam Financia l 
Corporation (AFC). 
1. K.C. Shekar, o p . c i t . p . 120u-|23. 
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1, There are eleven schemes in a l l for the provision of 
various f a c i l i t i e s by ASIDC,among the various schemes the 
ones f iguring in the survey under taken are given below : 
1. Hire Purchase Scheme 
2. Seed Money Scheme 
3. Marketing Assistance Scheme 
4. In f r a s t ruc tu re Assistance and 
5. Raw Mater ia l ass is tance scheme, 
2) Assam Financia l Corporation has t h i r t e e n schemes in a l i j 
out of which schemes f igur ing in the survey are as follows; 
1. Financia l Aid t o Art isans , Vil lage and Cottage Indus t r i e s 
and the Tiny Sec tor . 
2. Transport Loan Scheme, 
3. Specia l Capi ta l Scheme. 
4 . Equipment Finance Scheme and 
2 
5 . Disbursement of Term Loans. 
1, Assam Small Indus t r i e s Development Corporation Twenty five years 
performance Rpport from 27.3.62 t o 31.3.87 jages . 1-1>-). 
2. Annual Report. Assam Financial Corporation 1985-87 page4l3- l6 . 
C H A P T E R -IV ^ * 
Survey Results 
Most of the small scale industries are situated in and 
around Guwahati, so industries from t h i s area has been taken 
for a study of sample industries. Small scale industries pro-
ducing different items have been included in the survey work 
t o give an idea about the principal small scale industries 
operating in Kamrup d i s t r i c t . The ten main industries inclu-
ded in the survey undertaken has been divided on the basis of 
successful and unsuccessful industries^ selection of industries 
in each category being done by purposive sampling . By succe-
ssful industries we mean those small scale industries that 
have been able to get prof i t s from production and sale of 
the i r products ; arid by unsuccessful industries vie mean small 
scale industries that are unable to earn profi ts from the i r 
production and sale but have run into loss . The industr ies 
were surveyed through a questiomatre by the method of interview 
ie, by personally going t o the industr ial s i t e and noting down 
the rep l ies in the presence of bank off ic ia ls and other officals 
and the small indus t r ia l i s t . The pattern of the questionnaire 
adopted for the survey work i s given in Appendix 1. The surveyed 
industries are as follows : 
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Quest ionn^ 'e for sample Indus t r i e s 
Successful I ndus t r i e s 
Industry No.I 
1) Name ; Assam Canvas Craft Indus t ry . 
2) Location; I n d u s t r i a l J)State Ins ide by lane No. 3 
Bamunimaidan Guwahat 1^781021. 
3)When s t a r t e d ; 1959 
4) Nature of products : Tent,Tarpaulin, S tee l fu rn i tu re , 
Cane furni ture Fencing mater ia l s e t c . 
5) Total output During l a s t th ree years : 
1985-86 1986-87 1987-88 
Items Qnty Value Qnty Value Qnty Value 
I.Tfent 9CN0S 2,25,700.00 
2. Tarpau-
l i n 
3.Hood 
4 .S tee l 
Cot 
5 .Cane 
s t i ck 
6 . Water 
b o t t l e 
7. Rain 
coat 
e.F.S.Hat 
9.Canvas 
Cloth 
10. S tee l 
chair 
11.Steel 
Table 
59 , , 
36 . , 
^72 , , 
163, , 
344,, 
38 , , 
38 , , 
98,070.00 
33,952.00 
1,58,120.00 
1,l4i.OO 
24,424,00 
9,500.00 
380.00 
700 Mtr. 31,500,;^00. 
2I4NOS. 
43 . . 
. 33,520.00 
61.361.00 
12.Durry 7.0 mtr. 5,660.00 
88N0S 3,08,164.00 205NOS 4,57,448.00 
194 , , 2,12,307.81 98 , , 1,21,042.38 
31 , , 39,606.00 40 , , 56,695,90 
590 , , 2,30,701.00 1587,, 5,72,760.00 
4400,, 33,308.00 5959,, 45,109.63 
39 , , 2,886.00 61 , , 3,105.25 
220,, 32j000.00 38 , , 8,180.00 
39 , , 801.84 1726,, 17,294.56 
250 , , 11,779.00 -
614 , , 95,968.00 973 , , 1,58,940.00 
106 , , 1,34,389.00 59 , , 80,801.00 
5 , , 1,800.00 17 , , 12,665.40 
contd. 
1985-86 1986-87 1987-88 86 
Item Qnty Value Qaty Value Qnty Value 
13 .W^ | 
nothing 
sheet 
l4.Water 
tank 5Nos 
180CNOS. 1,21,050.00 
19,375.00 
2057N0S. 1,63,061.00 
l5.Mosquit© 
net 
stand lOBsets 9,396.00 45Sets 3,915.00 
16. Barricade 
Panel 20pairs 28,000,00 
' '^ 'set*"* 10,000 52,000.00 275 set s l7 .187.50 
Mtr. 
18.Shamlana 4nos 
19.Samina 
wall 
20.Zipsyhut -
21.Cane sh ie ld-
22.VKeb 
Rack 
23. Wei 
Slnklet -
, % 
24. Wei for 
Haver 
Sack 
25.Strap 
for 
Haver 
Saftk 
Total 
58,159.20 
-
-
-
-
-
tm 
9,96,308.20 
12nos 
25, , 
9 , . 
1075,, 
230,, 
999i:, 
^ 5 1 , , 
^20, , 
71,891.58 
25,556.11 
40,500.00 
69,875.00 
6,450.00 
6,743.25 
9,061.36 
2,940.00 
13.57,830.45 
I4N 
23 
-
385 
-
_ 
-
[OS 
> » 
t t 
1,50,630.79 
38,064.00 
-
25,025.00 
-
-a" 
- - s . 
12,10,819.91 
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The t ab l e p resen ts t h a t the t o t a l value of d i f fe ren t 
products produced by Assam Canvas Craft industry, which was 
t he highest during the period 1986-87. There was a gradual 
decrease in t o t a l value of production during 1987-88 and during 
1985-86 the t o t a l production value was much l e s s e r . 
6) Financia l Assistance received from d i f fe ren t sources a t the 
i n i t i a l s tages ": """""" 
a) Own finance used - Yes 
b) Finance taken from Banks~ Up t o the year 1965 no f inanc i a l 
ass i s tance was taken from Banks. 
c) Finance taken from r e l a t i v e s - Nil 
d) Any other source -No 
7) Name of the Bank and P a r t i c u l a r Branch ; 
S ta te Bank of India (Hew Guwahati Branch Bamunimaidan) , 
8) Amount received since the inception s 
a) Fixed Capi ta l ; 
Year Amount Received 
In 1965 Hs, 30 thousand ( I t has been added 
and t h e . t o t a l amount now has become 
fis. 2 lakhs . ) 
b) Working Capi ta l ; 
Year_ Amount Received 
In 1985-86 1 . fis. 6.A8 lakhs 
2 . Rs. 4.28 lakhs 
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In 1986-87 1. Rs.6.33 lakhs 
2. Rs. 4.28 lakhs 
3. Rs, 4 , l akhs (cash c r e d i t ) 
In 1987-88 Tferm loans Cash Credit 
(Nursing Account) 
731985.46 497000/-(St ock) 
1137200.39 48 3000/-( B i l l s ) 
217018.08 
23816.25 
9) Terms of t he loan ; 
a ) 1985-86 - Cash c r e d i t 
b) 1986-87 - Cash c r e d i t 
c) 1987-88- Term loan and cash c r e d i t for rev iva l against 
Bick u n i t s . 
10) D i f f i c u l t i e s experienced in ge t t i ng loans by the i n d u s t r i a l 
Units : 
a ) Loans whether t imely received or not - N.ot t imely received. 
b) Vfhether procedural d i f f i c u l t i e s were faced -none. 
c ) Other d i f f i c u l t i e s faced -Loans got are inadequate. 
11) Nature of u t i l i s a t i o n of borrowed money ; 
1. Against raw mater ia l s and 
2. Payment of wages. 
12) Income expenditure :( Sales and P r o f i t s ) 
Year Sales P r o f i t s 
19§5r 9,96,308.20 ^0% f>rofits 
"1986 13,57,830.45 12% p r o f i t s 
1987 12,10,819.91 15?6 Prof i t s . 
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The above t a b l e shows the sa les and p r o f i t s made 
by Assam Canvas Craft Industry during the year 1985, 1986 
and 1987, The sale of products was the highest in the 
year 1986 followed by the year 1987 and then by the year 
1985. The p r o f i t s earned by s a l e : of products vas t he high-
es t in the year 1987 which was about 1596 followed by a decline 
of 3% in the year 1986. and a decline of 2% in the year 1985. 
13) Impact of Bank finance on production of small scale i ndus t r i e s ; 
Loans given by banks has always been e f fec t ive , speci-
a l l y for the provision of working c a p i t a l . Production has a lso 
been able t o Increase by the f inanc ia l a id received from banks. 
14) Repayment of Loans taken ( a s per terms ) ; 
1985-86 - Repayment could not be made 
1986-87 - Repayment could not be made 
1987-88 - Cash Credit and Term loan b i l l i s repayable on 
demand. 
Questionnaire for Sample Indus t r i e s 
Industry No.II 
1) Name : Pathak Chemical. 
2) Location : I n d u s t r i a l Estate By Lane No.I.Bamunimaidan 
Guwahati- 21 . 
3) When s t a r t e d : 1970 
4) Nature of products : Manufacturer of wri t ing ink, candle 
s t i c k s , d i s t i l l e d water, rubber stampa-
ding e t c . 
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5) Total Output During Last Three years : 
Year Amount 
1986 8,43,071.90 (Value) 
1987 7,71,525.19 
1988 10,80,591.00 
6) F inanc ia l Assistance received trom d i f fe ren t sources a t the 
• i n i t i a l stag;es : -
a) Own finance usied - Rs.SOO 
b) Finance taken from Banks - R5.30, 257 
c ) Finance taken firom r e l a t i v e - Nil 
d) Any other source - No 
7) Name of the Bank and P a r t i c u l a r Branch ; 
1. Bank of India (Guwahati Branch Kamarpatty) 
2. Co-operative City Bank Limited (S i lpukr i , Guwahati - 3 ) 
8) Amount received since t he inception; 
a ) Fixed Capi ta l ; 
Year Amount Received 
1970 Rs.30,257+ In t e r e s t has become 
near ly 50,000(Bank of Ind ia ) . 
1972 Rs.26,000(Assam Small I n d u s t r i e s 
Development Corporation^ 
b) Working Capi ta l : 
Year Amount Received 
1987-88 Cash c r e d i t Limit of Rs.2 lakhs 
(Co-operative City Bank) 
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9) Terms of the Loan : 
1972 ( Hire-Purchase of Machinery from ASIDC), 
1987 (Cash Credi t from Co-operative c i t y Bank Ltd, 
S i lpukr i , Guwahatl - 3 ) . 
10) D i f f i cu l t i e s experienced in ge t t i ng loans by the i n d u s t r i a l 
Units ; 
a ) LOens whether t imely received or not - Yes loans were 
received t imely . 
« 
b) -Whether procedural d i f f i c u l t i e s were faced «* No 
c ) Other d i f f i c u l t i e s faced - None 
11) Nature of u t i l i s a t i o n of borrowed money ; 
For raw mater ia l purchasing and for processing the f inished 
goods • 
12) Income Expenditure : (Sa les and P r o f i t s ) 
Year Sales P r o f i t s 
3 l s t March 1986 8,43,071.90 43,556.09 
31 s t March 1987 7,71,325.19 50,719.48 
31st March 1988 10,80,591.00 60,345.92 
The above t ab l e shows the s a l e s and P r o f i t s made 
by Pathak Chemical.s during the year 1986, 1987 and 1988. The 
sale. ; vas t he highest in the year 1988, i t declined a b i t 
in the year 1986 and declined fur ther a b i t in the year 1987. 
P r o f i t s earned from sale of products produced was the highest 
in 1988 followed by in the year 1987 and the year 1986. 
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13) Impact of Bank Finance on production of small sca le indus t r i e s : 
Increase in production could be achieved due t o 
r ece ip t of bank f inance , leading t o increase in sa les and income, 
14) Repayment of Loans taken ( a s per terms) ; 
Assam small I n d u s t r i e s Development Corporation loan 
repayed in 1977 ( by cheque ) . 
Cash c r ed i t repayed aa per procedure of i t . 
Original money of ib. 30, 257 was given at 10% r a t e of 
i n t e r e s t . The amount was unable t o be paid back a s per terms. 
The Bank had t o proceed t o the Court t o r e a l i s e t he amount. The 
bank got t he decree in the Court, where i t was decided t h a t 
the amount wi l l be paid back a t 6 % per annum ra te of i n t e r e s t . 
This has been done by the owner of Pathak Chemical' .. Now though 
there i s a pending money of Rs. 25,000 in the ledger of Bank of 
India , the t o t a l money has been a c t u a l l y paid back by Pathak 
Chemical Indus t ry . 
QV^stlcmnalre' for Sample Indus t i r ies 
Industry No. I l l 
1. Name : Barua Indus t ry . 
2. Location; I n d u s t r i a l Estate Lane No, 1 , Guwahati-21, 
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3 . When s t a r t ed : 1963 
4 . Nature of products ; Waterproof goods, 
5 . Total Output During l a s t th ree years : 
Year Value 
1985 Hs.35 lakhs 
1986 fc.38 lakhs 
1987 Rs,40 lakhs 
The above t a b l e shows the value of production of 
Barua Industry in the year 1985, 1986 and 1987. The value 
of products produced was the highest in the year 1987, the 
amount being of the value 40 lakhs , which declined by 2 
lakhs in the year 1986 and further declined by 3 lakhs 
in the year 1985. 
6 ) Financia l Assistance received jQ?oin d i f fe ren t sources a t 
the i n i t i a l s tages ; 
a) Own finance used - Rs.75,000. 
b) Finance taken from Banks - B i l l discounting f a c i l i t i e s only 
c) Finance taken from Rela t ives -Ni l 
d) Any other source -Credi t from supp l i e r s . 
7) Name of the Bank and P a r t i c u l a r Branch : 
1. City Co-operative Bank ( G.N.B. Road ) 
2. S ta te Bank of India (New Guwahati Branch). 
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8) Amount received since the inception ; 
a) Fixed capital 
Year Amount Received 
No money was taken for fixed c a p i t a l 
purpose . I t was managed on own 
finance. 
b) Working c a p i t a l 
Year Amount Received 
1970 • 1,Rs.20,000 (Assam Financia l Corporation) 
2,Credit taken from suppl iers when 
sri3en heed i s f e l t . 
3 .Bi l l s discounting f a c i l i t i e s fi*om 
banks. 
9) Terms of t h e Loan : 
In 1970 loan was taken from AEG t o meet working c a p i t a l 
needs • Credit is a l s o taken from suppl ie r s from time t o 
time t o meet the working c a p i t a l needs. 
10) D i f f i c u l t i e s experienced in ge t t i ng loans by the i n d u s t r i a l 
Units ; 
a ) Loans whether t imely reOeived or not -Loans were t imely 
received. 
b) Whether Procedural d i f f i c u l t i e s were faced ; Finance given 
by banks r equ i r e s l o t s of fo rma l i t i e s and only secured 
loans are given. 
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c ) Other d i f f i c u l t i e s faced : Payment from Government has 
been delayed. 
11) Nature of U t i l i s a t i o n of borrowed money ; 
Credit borrowed from banks was used for raw-mater ia ls 
and payment of wages. 
12) Income expenditure ;( Sa les and P r o f i t s ) 
Year Sales P r o f i t s 
1985 35 lakhs 12%( Gross Prof i t s<) 
1986 38 Lakhs 12%( , , , , ) 
1987 ^ Lakhs 12^( , , , , ) 
In the above t ab l e the sa l e s and p r o f i t s of Barua 
Industry has been given during the year 1985,1986 and 1987 . 
The sa les made was the highest in the year 1937, which declined 
by 2 lakhs in the year 1986 and fur ther declined by 3 lakhs in 
the year 1985.. P r o f i t s earned from sale of products were uniform 
during the th ree years , 
13)-Impact of Bank finance on production of small scale indus t r i e s : 
Bank finance has always been ef fec t ive for the increase 
in production, for the increase in s a l e s and thereby for the 
increase in inccMie. 
lA) Repayment of Loans taken (as pe r t terms ) ; 
Loan taken fi'cxn Assam Financia l Corporation has been 
re turned . No fur ther loans were taken a f t e r t h a t . 
9t) 
Questioimalre:^ for Sample I n d u s t r i e s : 
Indus t ry No*IV : 
1. Name ; Perrodyne Engineering(Manufacturer of Pos t ika r Products ) . 
2. Location : Works, 30(West ) l n d u s t r i a l Es ta te Bamunimaidan, 
T81021. 
3 . Itfhen s t a r t e d : In April 1987^ the shed was organised and in 
September 1987, production was s t a r t e d . 
4 . Nature of products ; 
Ready-to-eat energy food i s produced which i s n u t r i t i o u s 
food for ch i ld ren and o the r s . Name of the products are Post ikar 
and Pos t ik - Ja lpan . 
5 . Total Output During Last Three years ; 
From September 1987 t o September 1988, 100 tons of only 
Post ikar was produced. Production of p o s t i k - l a l p a n s t a r t e d only 
in October 1988. 
6 . F inancia l Assistance received from d i f fe ren t sources a t the 
i n i t i a l s tages ; 
a) Own finance used - Rs. 80,000 (which i s afcout 30?6 of the whole 
finance) 
b) Finance taken fpom banks - Rs. 2 i lakhs (which i s about 
7096 of the whole finance ) . 
c) Finance taken from Relat ives - Ni l 
d) Any other source - No 
7. Name of the Bank and P a r t i c u l a r Branch : 
Sta te Bank of Ind ia (New Guwahati Branch). 
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8. Amount received since the inception; 
a ) Fixed Capi ta l 
Year Amount Received 
August 1987 fe. one lakh 
b) Working c a p i t a l 
Year Amount Received 
August 1987 Total Rs,2i lakhs(Sta te Bank of India) 
Term loan Cash c r e d i t 
Out of which 42963.16 118000/ ( s tock ) 
139000/- ( B i l l ) 
9 . Terms of the Loan ; 
1) Fixed Capi ta l a t 13.596 In t e re s t payable quar te r ly ( a f t e r 
8 months ) . 
2) Term Loan t o be repa id in 16 monthly instalment a f t e r 8 
months of the r ece ip t of the loan . 
3) I n t e r e s t of a l l loans t o be charged at quar te r ly i n t e r v a l s . 
h) Working c a p i t a l a t 16,2596 In t e re s t and t o be recovered by 
bank on demand^but received annually, 
10. D i f f i cu l t i e s experienced in ge t t ing loans by the i n d u s t r i a l 
Uni ts ; 
a) Loans whether t imely received or not -
b) Whether procedural d i f f i c u l t i e s were faced 4 No d i f f i c u l t i e s 
faced a t 
p r e sen t . 
c) Other d i f f i c u l t i e s faced : 
98 
I n i t i a l l y nego t ia t ions were made with Indian Overseas 
Bank Guwahati whose r e g i s t e r e d office i s located at Calcut ta , 
tookSL 
but t h i s bank/mofe than s i x months t o say 'no* . Hence 
negot ia t ions was i n i t i a t e d with the s t a t e Bank of India (New 
Guwahati Branch ) where the f inanc ia l arrangement was f ina l i s ed 
within 8 weeks. 
Comment : The a t t i t u d e of Indian Oversease Bank ( Guwahati / 
Calcutta ) c e r t a i n l y not pos i t ive towards small scale 
i n d u s t r i a l u n i t s . 
11, Nature of u t i l i s a t i o n of borrowed money ; 
The f i nanc i a l a id taken from banks was used for the 
purchase of machinery, and raw mate r i a l s and the payment of 
wages. 
12, Inc(»ie expenditure ; (Sa les and P r o f i t s ) : 
Expenditure on raw mater ia l s have increased due t o r i s e 
in food gra in p r i ce s (pu l ses e t c ) as such the margin of p r o f i t 
has gone down considerably. The item Post ikar i s exclusively 
supplied t o the S t a t e Government for t h e i r n u t r i t i o n a l progra-
mme under Soc ia l Welfare and Panchayat department but the pay-
ments usual ly do not come on time which compel t o increase 
borrowed c a p i t a l and accordingly i n t e r e s t amount goes up, 
13, Impact of Bank finance on production of small scale indus t r i e s : 
faced 
NO adverse offect has b e e n / a s the money required so far has been 
received in t ime. 
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1A. Repayment of Loans taken ( a s per terms ) : 
The f i r s t instalment of Term Loan has been already-
paid back. I n t e r e s t on term loan and working c a p i t a l a re 
paid r e g u l a r l y . The t o t a l amount paid against term loan was 
an amount of Rs.3,12950 and amount paid against working cap i -
t a l was Rs. 23,221.9^.r 
Qestionnaire for sample indus t r i e s 
Indust ry No.V : 
1. Name t N i l g i r i En te rp r i se s . 
2. Location ; I n d u s t r i a l Estate By Lane No.5 Bamunimaidan 
Guwahati - 21. 
3 . When s t a r t e d ; 196A 
4 . Nature of Products ; Furni ture 
5 . Total Output During Last Three Years ; 
Year Value 
1985-86 12 lakhs 
1986-87 14 lakhs 
1987-88 16 Lakhs 
The above t a b l e shows the value of fu rn i tu re production 
by N i l g i r i e n t e r p r i s e s during the years 1985-86,1986-87 and 
1987-88 the value of which has increase gradual ly by 2 Lakhs 
ie , 12 Lakhs, 14 lakhs and 16 lakhs r e spec t ive ly . 
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6. F inancia l Assistance received from d i f fe ren t sources a t 
the i n i t i a l s tages ; 
a) Own finance used - Rs. 1 lakh, 
b) Finance ft?&m Baiiks ^ 8 0 . 0 0 0 (In '1987) 
c ) Finance taken from r e l a t i v e s - Ni l 
d) Any other source - no 
7. Name of the Bank and Pa r t i cu l a r Branch : 
S t a t e Bank of India (N^w Guwahati Branch Bamunimaidan) 
8 . Amount received since the inception : 
a ) Fixed c a p i t a l 
Year Amount Received 
1981 1 Lakhs (Cash was managed by own se l f ) 
b) Working Capi ta l : 
Year Amount Received 
1987 80,000 (Cash Cred i t ) 
9. Terms of the Loan : 
Cash Credi t 80,000 (aga ins t stock ) 
10. D i f f i c u l t i e s experienced in ge t t ing loans by the i n d u s t r i a l 
Units : 
a) Loans whether t imely received or not - Loans were timely-
received 
b) Whether Procedural d i f f i c u l t i e s were faced -None 
c) Other d i f f i c u l t i e s faced -No d i f f i c u l t y was faced in ge t t i ng 
f inance . 
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11 . Nature of u t i l i s a t i o n of borrovied money: 
For production purpose. 
12, Income >ypendlture ; (Sales and P r o f i t s ) 
' Expenditure d i f f e r s from year t o year depending on 
orders made and production undertaken .Expenditure i s roughly 
10,000 year ly .Sa les and P r o f i t s a l s o vary from year t o year. 
13, Impact of Bank finance on production of small scale indust r ies ; 
More raw mate r i a l provision can be made for more 
production. 
14, Repayment of Loans taken ( a s per terms ) ; 
Loan taken has not been repayed as ye t , i t wi l l be repaid 
as per procedure of cash c r e d i t . 
QUBslorinalce : for Sample Indus t r i e s 
Indust ry No.VI 
1. Name : P^heros & Co. (Assam Pvt . Ltd.) This new name was 
give In 1975. 
2. Location ; I n d u s t r i a l Esta te By Lane No. 1 .Bamunimaidan 
Guwahati-21. 
3 . When s t a r t e d ; 1958 (Vfes known a s RherQs & Co ) Pvt .Ltd. 
4. Nature of products : 
All kinds of Galvanised wire and wire products( 100 v a r i t i e s 
of wire products )and Stee l and I ron products . 
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5. Total Output During Last Three Years ; 
Year Raw Mater ia l s Value 
1985 2900 my 1,45,00,000.00 
1986 2985 my 1,49,25,000.00 
1987 3000 my 1,50,00,000.00 
The above t ab l e revea ls the raw mater ia l s used and 
value of production of Pheoros Sc Co ( Assam Pvt. L td . ) in the 
year 1985,1986 and 1987. Both the New mate r i a l s used and the 
value of production has increased gradual ly from 1985,to 1986 
•frA igpfi t o 1987 i n a upward t rend, 
6 . F inancia l Assistance received from d i f fe ren t resources a t the 
I n i t i a l stages; 
a) Own finance used - Rs, 10 lakhs . 
b) Finance taken from Banks - Rs.5 lakhs 
c) Finance taken from r e l a t i v e s - Nil 
d) Any o ther source - No 
7. Name of t he Bank and Pa r t i cu l a r Board ; 
1) Dena Bank (Opposite MMC Hospital Eanbazar ) 
2) S ta te Bank &f Ind ia (New Guwahati Branch Bamunimaidan ) 
8. Amount received since the inception; 
a ) Fixed Capi ta l 
YeQr Amount Received 
^975-76 Rs.5 lakhs 
m 
b) Working Cap i t a l 
Year Amount Received 
Rs. 9 lakhs 
9 . Terms of Loan ; 
I n 1975-75 loan of Rs,5 lakhs was sanctioned at the r a t e 
of i n t e r e s t of l6 i 9^  per annum. ( B i l l purchased and Supply b i l l ) 
Term loan of Rs. 9 lakhs was sanctioned for meeting working c a p i t a l 
needs . 
10. D i f f i c u l t i e s experienced in ge t t ing loans by the i n d u s t r i a l 
_units : 
a) Loans w'hether t imely received or not-There i s sometimes delay 
in sanct ion or required c r e d i t . 
b) Whether procedural d i f f i c u l t i e s were faced - Not much 
c) Other d i f f i c u l t i e s faced - Insuf f i c i en t working c a p i t a l loans i s 
given by banks. 
11. Nature of U t i l i s a t i o n of borrowed money : 
For raw mater ia l purchase and the payment of wages. 
12. Income expenditure ; (Sa l e s and P r o f i t s ) : 
Year Sales P r o f i t s 
1985 1,45,00,000.00 12% 
1986 1,49,25,000.00 i4% 
1987 1,50,00,000.00 15% 
The above t a b l e shows the Sales and P r o f i t s made by Pher®s & 
Co (Assam Pvt . L td . ) . .During 1985, 1986 , 1987 both sa les and 
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p r o f i t s made an upward r i s i n g trend respec t ive ly , the r i s e 
being 1236, then an increase of 2% p r o f i t and a fur ther 
increase of ^% p r o f i t . 
13. Impact of Bank finance on production of small scale 
i ndus t r i e s ; 
Bank f inance has always been e f f e c t i v e on small scale 
i ndus t r i e s , spec ia l ly fo r meeting the working c a p i t a l needs and 
for increase in production. 
14. Repayment of Loans taken( as per terms ); 
B i l l Purchased and Supply b i l l repayed. There isvno 
outstanding of p resen t . Term Loan i s t o be repaid t o Dena 
Bank Outstanding amount with Dena Bank was Rs.9 lakhs ( i n t e r e s t 
+ l i m i t s sanctioned ) a t l 6 i % r a t e of i n t e r e s t . There i s a 
pledge of fe.2i Lakhs. A s u i t has been f i l e d by Dena Bank 
(around 2 years ) fo r the r e a l i s a t i o n of t he amount. 
Questionnaire for Sample I n d u s t r i e s : 
Industry No.VII ; 
1. Name: Modern Metal Moulders (Assam ) Ltd. 
2. Location ; I n d u s t r i a l Es ta te Bamunimaidan Guwahati-21. 
3 . When s t a r t e d : 1962 
4. Nature of Products : Castings and Machines (Job work). 
5 . Total Output During Last Three Years ; 
Year Output Quantity Cast - I ron S tee l and Value 
Chisel 
Non-ferrous 
Casting 
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1985 3523 kgs. 5609 Kg. 3008 Nos. Rs.9.^7 
1986 5032 kgs. 6020 kg. 2072 Nos. Rs.9.93 
1987 4268 kgs. 5076 kg. 2579 Nos. Rs.l0.l6 
The above t a b l e ' r e v e a l s the production undertaken and i t s 
value in the year 1985,1986 and 1987 of Miodern Mietal Moulders 
(Assam ) Ltd. The value of d i f ferent items produced was the 
highest in 1987, decl ining s l i gh t ly in the year 1986 and 
fur ther decl ining s l i g h t l y in the year 1985. 
6 . F inancia l Assistance received from d i f fe ren t sources 
a t the i n i t i a l s tages ; 
a) Own finance used «» Rs. 2.61 Jl-akbs 
b) Finance taken from Banks- Rs,3 lakhs approximate. 
c) Finance taken from r e l a t i v e s -Ni l 
d) Any other source . - Assam Financia l Corporation and other 
sources. 
7. Name of the Rank and Pa r t i cu l a r Branch; 
United Co-operative Bank (Fancy Baaar ) 
8 . Amount received since the inception ; 
a ) Fixed Capi ta l 
Year Amount Received 
1977 te. 1.88 l a c s from Assam Financ ia l 
Corporation. 
1 
b) Working Capi ta l 
/ Year Amount Received 
From Bank . . . . Rs. 3 Lakhs 
From O t h e r s . . .fis, 1 lakh 
9) Terms of the loan ; 
Loan was taken for the purchase of machinery from 
Assam Financia l Corporation and Term Loan and Cash Credi t 
was taken from United Commercial Bank Fancy Bazar. 
10. D i f f i cu l t i e s experienced in ge t t ing loans by the i ndos t r i a l 
Units : 
a) Loans Whether t imely received or not -
b ) Whether proceedural d i f f i c u l t i e s were faced~l No d i f f i c u l t y 
Y was faced. 
c) Other d i f f i c u l t i e s • 
11. Nature of u t i l i s a t i o n s of borrowed money ; 
1) Loan taken from A.F.C. was used for the purpose of purchase 
of machinery. 
2) Loan taken from U.C.O, Bank was used for meeting working 
Capi ta l needs. 
12. Income expenditure ;( Sales and P r o f i t s ) 
Year Sales P r o f i t s 
1985 Rs. 12.59 te. 8655/-
1986 Rs. 12.09 Rs. 7679/-
1987 Rs. 14.39 1>^.:Loss Rs. 15779. 
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The above t ab l e shows the sale. , and p r o f i t s made 
by ModernM;etal Woulders (AssamXLtd, The sale. , was the highest 
in 1987, but insp i te of t h a t i t did not earn any p r o f i t s but vas 
faced with l o s s . The highest amount of sale- and prof i t s was 
in the year 1985 followed by in the year 1986. 
13. Impact of Bank finance on production of small scale Indus t r i e s ; 
There has been an increase in production due t o f inane -
l a l a id from banks. 
14. Repayment of Loans taken ( a s per terms ) ; 
Term loan has been paid except for machines an amount 
of Rs.30000/- has t o be paid , Working c a p i t a l loan i s in cont-
inous process . I t i s payed and got back within the l i m i t s 
sanctioned. 
Questionnaire for Sample I n d u s t r i e s 
Indust ry No.VIII ; 
1. Name : Rika Engineering Products . 
2. Location ; I n d u s t r i a l Esta te By Lane No.5,Bamunimaidan 
Guwahati - 2 1 . 
3 . When s t a r t ed ; 197^ ( a t Ulubari Guwahati ) . I t was shi f ted 
t o I n d u s t r i a l Estate in 1979. 
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4, Nature of Products : 
Fabr ica t ion , E l e c t r i c a l cont ro l panel boards. S t ee l 
f u r n i t u r e , other f ab r i ca t ion and engineering works, 
5 . Total Output During l a s t three years i 
Production s t r a t ed in the year 1988. 
Items 
1) S t e e l Trolley 
2) S t r e e t l i g h t pole 
Quantity 
10 Nos. 
37 Nos. 
3) Panel Board(raain product)53 Nos, 
4) E l e c t r i c a l Wall Boxes 
5) Fuel tank 
6) Base P l a t e for ' 
generat ing set 
7) Fuel tank stand 
8) Miscellaneous 0° )^ works 
9) Steel funniture 
346 Nos 
19 Nos 
19 Mos 
19 Nos 
-
3 Nos 
Total 
Value 
10,870 
43,660 
2,52,404 
10,389 
6,080 
23,750 
3,230 
25,000 
7,000 
3,82,383 
The above tab le r evea l s the d i f fe ren t items, the 
quant i ty and value of products produced by Rika Engineering 
Products during the year 1988. The t o t a l production of a l l 
items was of the value Rs. 3,82, 383. 
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6. F inancia l Assistance received from d i f f e ren t sources a t 
the i n i t i a l s tages ; 
a ) Own finance used - To a c e r t a i n e x t e n t . 
b) Finance from Banks- Rs. 28,500 (was received from United 
Bank of Ind ia in 1974 ) Rs. 2,55,000 (was received from 
U.B.I , in the year 1987). 
c) Finance taken from r e l a t i v e s - Bs. 8,'000. 
d) Any o ther source - Assam small I n d u s t r i e s Development 
Corporation. 
(1) Term Loan for machinery a s 1 lakh. 
(2) Seed Money Rs. 19,500 
(3) Marketing Assistance Rs. .-68,000, 
(4) Enterpreneurs* Motivation Training Seed Money Rs, 3,200. 
7. Name of the Bank and P a r t i c u l a r Branch ; 
United Bank of Ind ia (Guwahati Branch Panbazar). 
8. Amount received since the inception i 
a ) Fixed Capi ta l : 
Year Amount Received 
1974,1979,1988 1 Lakh (from ASIDC) 
( fo r t h ree times) 
b) working Capi ta l ; 
Year Amount Received 
1974 28,500 (fi,'o£.U..B.I.) 
1987 2,55,000 (from U.B.I . ) 
68,000(Marketing Assistance from ASIDC) 
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9. Terms of the Loan ; 
1) In 197^, United Bank of India gave an amount of Rs. 28,500 
as working c a p i t a l a t an i n t e r e s t r a t e of 14%. 
2)ln 1974,1979 and 1988 an amount of as 1 lakh 'each was given for 
three t imes by Assam Small I n d u s t r i e s Development Corpora-
t i o n . 
This uni t was declared as a s i c k unit by Government of 
Assam in 2nd December 1986, a f t e r which re f i r»nce has been 
given by United Bank of India and Assam Small I n d u s t r i e s 
Development Congoration. 
10. D i f f i c u l t i e s experienced in ge t t ing loans by the Industgia l 
Units : 
a ) Loans whether t imely received or no t - Loans were not t imely 
received. 
b) Whether procedural d i f f i c u l t i e s were faced - Loans are 
given on personal guarantee^so a f t e r t h i s i n d u s t r i a l un i t 
was declared sick t o get fu r ther loans jeecurity guarantee 
was asked for by t he banker from where loan was taken. 
c ) Other d i f f i c u l t i e s faced - Loans given are not adequate, 
11. Nature of U t i l i s a t i o n of borrowed money : 
Loans taken from bank were mainly used for production 
purposes. 
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12. Income expenditure : (Sa l e s and P r o f i t s ) : 
From sale of products-lO t o 15 % p r o f i t Margin was 
made. This uni t i s a specia l case of a small scale i ndus t r i a l 
uni t which has been i n i t i a l l y unsuccessful and was declared a 
s-ick uni t by Government of Assam, in 2nd December 1986.But 
a f t e r ge t t ing re finance from . United Bank of India (Panbazar ) 
and Assam Small Indus t r i e s Development Corporation , i t has 
s t a r t e d production in 1988 and has become successful in the 
f i r s t year of production with a prof i t margin of 10 t o 15% from 
the sa l e of d i f fe ren t products produced by t h e i n d u s t r i a l unit 
So t h i s small scale i ndus t r i a l uni t can now be ca l l ed a succ-
essful i n d u s t r i a l u n i t . 
13. Impact of Bank finance on production of small scale indus t r i e s 
There has a lveys been an increase in production, so 
impact of bank finance on production i s . pos i t i ve . 
14. Repayment of Loans taken ( as per terms ) ; 
Cash c r e d i t loan taken, repayment of vrtiich i s done as 
per procedure of cash c r e d i t l i m i t . 
Under Rehab i l i t a t i on Scheme on 27.10.87 an amount of 
Rs. 2,55,000 was given by the United Bank of India(Guwahati 
General Panbazar ) This has been done according t o norms of 
the Reserve Bank of Ind ia , as i t i s c e n t r a l l y sponsored . The 
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loan i s b i furcated in to th ree accounts namely: 
1) Frozen Account of 88,000 which i s non i n t e r e s t bearing 
2) Working c a p i t a l of 1*31,000(Term Loan) with ^0% i n t e r e s t 
3) Cash Credi t of 1,50,000 with l5 % i n t e r e s t . 
This i n d u s t r i a l unit i s a defau l te r .Su i t has been 
f i l e d by the Bank t o r e a l i s e the amount given as loan. In 
December 1986, United Bank of India-.got a decree from the 
court t ha t the amount of 1,50,000 (Cash C r e d i t ) , wi l l be 
re leased on and when required against f i r s t c l a s s work orders . 
1) From Frozen Account of Rs.88,000 an amount of Rs.lA,500 has 
been repa id . 
2) Others no repayment has been made as y e t . 
Que s t i o m a i re for Sample Indus t r i e s 
Unsuccessful I n d u s t r i e s 
Industry No. IX ; 
1. Name ; S a s i Ayurvedic Bhawan, 
2. Location; I n d u s t r i a l Development Area. Bamunim^jLdan 
3. When s t a r t ed : 1972. 
4 . Nature of Products : 
Patent and non Patent Ayurvedic Products (200 qua l i ty 
types of medicines):* 
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5. Total output During l a s t three years ; 
Year Value 
1985-86 General t r ade 
1986-87 9 Lakhs 
1987-88 1^ Lakhs 
T i l l current year t o t a l production worth v/as Rs.40 lakhs 
The above t ab l e shows the year of production and the value of 
medicine produced by Sas i Ayurvedic Bhawan^Value of production 
has shown an upward t rend of increase from Rs, 9 lakhs value 
in 1986-87 t o an increase by 5 lakhs in the year 1987-88. 
6; F inancia l Assistance received from d i f fe ren t sources a t the 
i n i t i a l s tages : 
a) Own finance used- Bs. 75,000 
b) Finance taken from Banks - Rs,5 lakhs ( B i l l Purchase which is 
contiiiuing ) 
c) Finance takan from Relat ives - n i l 
d) Any other source - No 
7. Name of t he Bank and P a r t i c u l a r Branch; 
I n d u s t r i a l Co-operative Bank ( Moonmati Branch) 
8. i^ount received since the inseption; 
a) Fixed Cap i t a l 
Year Amount Received 
b) working Capi ta l Am?Jnt'igce^v^e^d^ 
Year 
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Receiv§d Rs.5.75 lakhs once both for fixed and working 
c a p i t a l , 
9 . Terms of the Loan ; 
With 185^  i n t e r e s t per annum, Secur i ty given 
(f ixed Deposit National Saving C e r t i f i c a t e ) and Personal 
Guarantee given by Mr Jadav Bhayan.:, the Pres ident of 
Assam Entrepreneur! Associat ion who is a l so an i n d u s t r i a l i s t . 
^0, D i f f i c u l t i e s experieiced in ge t t i ng loans by the indust-
r i a l uni ts ; " ' 
a ) Loans whether t imely received or not 
b) Vhether procedural d i f f i c u l t i e s were faced 4 No d i f f i c u l -
t i e s were 
faced. 
c ) Othej:' d i f f i c u l t i e s faced. 
11. Nature of U t i l i s a t i o n of borrowed money : 
Loans taken has been used for production,.the purchase 
of raw mate r ia l s and the Payment of wages. 
12. InccHne Expenditure :( Sales and P r o f i t s ) ; 
I n t i a l l y and for some time a f t e r t ha t t he re was loss-
I t was then iden t i f i ed as a s ick uni t by Government of 
Assam in the year 1981. Recently I0i*6 p r o f i t margin has 
been received. 
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13. Impact of Bank Finance on Production of Small scale 
i ndus t r i e s : 
By the help of bank loan production has been increa-
sed • I t s e f fec t on working c a p i t a l provis ion i s more. 
14, Repayment of Loans taken ( a s per terms ) ; 
Against b i l l repayment i s done. Limit of Rs.5 lakhs 
i s yet t o be repa id . 
Questionnaire for Sample Indus t r i e s : 
Indus t ry No. X 
1. Name : Purbanchal Chemicals Pvt , Ltd. 
2. Location: 36, I n d u s t r i a l Es ta te Banunimaldan. 
3 . When s t a r t e d : 1973 
4 . Nature of Products : Chemical^WaJc. Emulsion 
5. Total Output During l a s t Three Years : 
Year Quantity . I'Vfiilue 
1985-86 247 Metric tonnes 13,50,058 
1986-87 168 Metric tonnes 11,28,357 
1987-88 476 Metric tonnes 31,82,061 
The above t ab l e shows the year . Quantity and value 
of production of Purbanchal Chemicals Pv t . Ltd. The t a b l e 
revea l s a gradual increase in production and value followed 
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by a decl ine in both and then a r s p i d increase in both again. 
6. F inanc ia l Assistance received from d i f fe ren t sources a t the 
i n i t i a l s tages : 
a ) Own finance used - fe. 1.5 lakhs . 
b) Finance taken from Banks -An amount of &. 4 lakhs in the year 
1972. 
c^  Finance taken from r e l a t i v e «Nfl 
d) Any other source - None 
7. Name of the Bank and Pa r t i cu l a r Branch ; 
S t a t e Bank of India. (New Guwahati Branch, Bamunimaidan) 
8 . Amount received since the inception; 
a) Fixed Capi ta l : 
Year Amount 
March 1973 1,32,000 
b) Working Capi ta l : 
Year Amount 
August Term Loan Cash c r ed i t 
^^^^ 210012.56 4 ,85 ,000 / - (Hypo) 
5 ,92 ,000 / - (Bi l l s ; 
9 . Iferms of t he Loan ; 
Term Loan i s repayable in 32 ins ta lments . 
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10. D i f f i c u l t i e s eaoerienced in getting^ loans by the 
i n d u s t r i a l uni ts ; 
a) Loans whether t imely received or no t - 'N Sanct ions were 
\ delayed i n i t i a l l y 
b) Whether procedural d i f f i c u l t i e s were faced-J^ but no d i f f i c u l -
I t i e s i s faced now 
c) Other d i f f i c u l t i e s faced V a t p resen t . 
11. Nature of U t i l i s a t i o n of borrowed money ; 
Loans borrowed has bee^ used for production and 
payment of wages, 
12. Income expenditure ;( Sales and P r o f i t s ) ; 
Year Sales P r o f i t s 
1985-86 1,41,000 ( Loss) 
1986-87 2,73,000 ( Loss) 
1987-88 Yet t o be ascer ta ined. 
The above t ab l e shows the poor performance of 
Purbanchal Chemicals Pvt Ltd. i n d u s t r i a l l in i t , which has 
faced loss both in 1985-86 and 1986-87. The r e s u l t s of 
production in the year 1987-88 i s not known a s the r e s u l t 
was not yet ascer ta ined when t h i s survey work was done in 
October 1988. 
13. Impact of Bank finance on production of small sca le 
i ndus t r i e s : 
The impact of bank finance has been p o s i t i v e , a s 
t he turnover in production showed an upward r i s i n g t r end . 
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14, Repayment of Loans taken ; ( a s per terms ) ; 
Cash c r e d i t loan taken has been repa id as per 
procedure of cash c r e d i t l i m i t . 
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C H A P T E R -5 
Conclusion and Suggestions 
The above study has been based on personal interview 
with the Divis ional Officer United Conunercial Bank, the lead 
Bank of Kamrup d i s t r i c t and his col leagues , Pres ident of i^sam 
Entrepreneur ' s Associat ion, various i n d u s t r i a l i s t s and owners 
of small scale i n d u s t r i a l un i t s . Director of D i s t r i c t I ndus t r i e s 
Centre (DIG ) and data co l l ec t ed from North Eas tern I n s t i t u t e 
of Bank Management (NKIBM ) ; Assam Small I n d u s t r i e s Develop-
ment Corporation (ASIDC ) , Assam Financial Corporation(APC), 
National Small I n d u s t r i e s Bntension Training I n s t i t u t e (NSIET) 
and i t s col leagues and the various commercial banks extending 
c r d i t t o small scale uni t s included in the survey work. 
I t i s a p i t y t h a t Directorate of I ndus t r i e s and the 
uni ts themselves do not keep adequate records of t h e i r production 
and progress . The i n d u s t r i a l uni ts have a mass of undif ferent ia ted 
data due t o lack of cor rec t t abu la t ion and records which have 
to be looked into to get the required mater ia l . The conclusions 
emerging from t h i s study are as follows : Local people of Kamrup 
have lukewarm i n t e r e s t in s e t t i n g up i n d u s t r i e s . I ndus t r i e s depart-
ment has to do much by way of t r a in ing and. . incent ives t o motivate 
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young loca l people for small scale un i t s based on l oca l l y 
avai lable raw mate r ia l s . D i s t r i c t I n d u s t r i e s Centre §|iQul.dJ3e 
able t o give a l l ass is tance and f inanc ia l help at a s ingle 
point b a s i s . 
Kamrup and other d i s t r i c t s of Assam are far behind 
the developed regions in balancing t h e i r economic d i spa r i ty 
which has been increasing on account of rap id growth r a t e of 
population and l imited arable land which has brought in d i s -
comfort ore' t o soc ie ty . There could be no other a l t e r n a t i v e 
for the educated youths except t o take t o i n d u s t r i a l a c t i v i t i e s . 
The region i s a paradise for the outside manufacturers t o s e l l 
t h e i r products . This s i t u a t i o n can be changed only i f a long 
term pol icy with sustained e f for t i s pursued t o bring in c r e d i -
b i l i t y t o the loca l products . 
A new I n d u s t r i a l pol icy has been announced by the 
Government with f i s c a l r e l i e f s and package of incent ives . The 
success of i t depends on how for i t can be implemented t o 
achieve the var ious object ives se t by i t . 
The flow of i n s t i t u t i o n a l finance i s inadequate and 
the banking norms, s t i p u l a t i o n and re lease of money suffer 
from c o n s t r a i n t s . Recently some surveys and feed back inform-
at ion system was introduced t o appropr ia te ly b r i e f the na t iona l i -
sed banks, scheduled commercial banks and co-operat ive banks 
t o follow the guidel ines of the Reserve Bank of I n d i a . 
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The c r e d i t f a c i l i t i e s in the S t a t e contrary to prop-
ogations made by the banking sec tor i s inadequate,The l ions 
share of deposi ts i s deployed outside the s t a t e . The current 
c r ed i t deposit r a t i o is around 4?% of the t o t a l depos i t s , so 
some mechanism has to be devised f <»• plXfti^Hiig back the deposi ts 
to productive sec tor within the s t a t e . 
The much publicised "Liberal f inance" incentive for 
backward area l ike the region could not c rea te much spurt in 
the growth of i ndus t r i e s . This has been for the r i g i d d isburse-
ment procedure followed by banks , Credit i s s ecu r i t y 
Oriented, inadequate and never in time at the backdrop of so 
named l i b e r a l and easy f inance. 
I n the l i g h t of the above mentioned conclusions i t 
may be suggested tha t : 
^) Bank a s s i s t ance should be need based and t imely. 
2) The gap between c red i t requirement and channe l i sa t ion has t o 
bridged. 
3) Bank ass i s t ance should be given on easy terms. The loan ass is -
tance should not be t i g h t secur i ty or iented. 
4) The ex i s t i ng communication gap between the entrepreneur and 
the bank should be bridged, 
5) Capi ta l i s l e s s in Kamrup d i s t r i c t .So debt-equi ty r a t i o 
should be relaxed from the ex i s t ing p a t t e r n t o 3:1 with no 
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margin or lowering of margin and if possible without 
insis t ing on co l la te ra l securi t ies r ig id ly . 
6) There should be productive co-ordination between banks and 
other financial ins t i tu t ions like State Financial Corporation. 
7) To obiviate delays in the sanction of requis i te credi t f a c i l i -
t i e s the Branch Manager should be delegated more discrea-
tionary power to enable them to sanction credit f ac i l i t i e s 
to the industr ial unit within maximum period of 3^ days of 
the application depending on the merit of the case. 
8) I t i s generally found that working capi ta l level is slashed to 
the discretion of Branch Officials without taking into 
, account the requirement of the unit as per project report. 
Field Officers and other officers of the Bank dealing with 
industr ial financing should^ have thorough knowledge of 
industries and i t s capi ta l requirement norms, 
9) There is a need for a positive change in the outlook and 
approach of our financial inst i tut ions towards small scale 
enterprises .The credit -worthiness should not be judged 
in terms of the real isable value of the assets but in terms 
of the ab i l i ty of an enterprise to do the job and earn 
profi t . A system of integrated credit is required to be 
evolved so that long-term capi tal and short-term credit 
are provided adequately, at a reasonable rate of in teres t . 
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10) Present t rend of financing by the Banks t o the i ndus t r i a l 
un i t s should be l i b e r a l i s e d to ensure rap id establishment, 
of the u n i t s . 
11) I n f r a s t r u c t u r a l f a c i l i t i e s t o the indus t r i e s are not 
su f f i c i en t .The cons t r a in t s and many a handicaps faced 
by the uni t s are needed to be removed and the basic r equ i r e -
ment are t o be provided. 
12) Marketing ass is tance is t o be assured so t ha t the unit 
may enjoy a good market of t h e i r own products and the turn 
over be: made ava i lab le a t the e a r l i e s t . P r o p e r advertisement 
of products produced should be taken up to increase 
the s a l e s . 
13) Training programme for new entrepreneurs and the off icers 
should be made ava i lab le in more decis ive f i e l d s . 
14) In t roduct ion of modern technology i s requi red for uniform 
qual i ty of products , fas t and more production, 
15) Growth cent res should be ac t iv i sed for s e t t i n g up viable 
indus t r i e s and for i ndus t r i a l development. 
15) L a s t l y - l i b r a r y f a c i l i t i e s are required in the D i s t r i c t 
Industry Centre, Kamrup so tha t entrepreneurs and o f f i c i a l s 
Can make themselves more acquainted with new ideas and 
i n f r a s t r u c t u r e s . 
* * * * 
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APPENDIX 1 (TO CHAPTER-IV) 
The p a t t e r n of the questionnaire adopted for the 
survey work of sample i ndus t r i e s i s a s follows : 
Questionnaire for Sample Indus t r i e s ; 
Industry No, 
1) Name : 
2) Location; 
3) Viflien s t a r t e d ; 
k) Nature of products ; 
5) Total Output During Last Three Years; 
6) Fianncia l Assistance received from d i f f e ren t , sources ^ ^ 
a t the i n i t i a l s tages ; 
a) Own finance, used-
b) Finance taken from Banks-
c) Finance taken from r e l a t i v e s -
d) Any other source-
7) Name of the Bank and Pa r t i cu l a r Branch ; 
8) Amount received since the inception; 
a) Fixed Cap i t a l 
Year Amount Received 
b) Working Capi ta l 
Year Amount Received 
9) Terms of the loan ; 
